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TUESDAY, MARCH 20, 1956 
UNIvEeD STATES SENATE, 
‘OMMITTEE ON APPROPRIATIONS, 
Washington, D. C. 
(he committee met at 10 a. m., pursuant to call, in room F-37, the 
Capitol, Hon. Carl Hayden (chairman) presiding. 
Present: Chairman Hayden, Senators Russell, Ellender, Robert: 
Holland, Saltonstall, Young, Dworshak, Dirksen, and Potter. 


DEPARTMENT OF AGRICULTURE 


Ty . 


4 


an Haypen. The committee will be in order to begin 
H. R. 10004 making supp! | appropriations 
nding June 50, 1956. an } 
first item to be considered by the committee is S. 3229, a bill 
| by Senator Hickenlooper, making supplemental appro 
to the Farmers’ Home Administration, United States De 
nt of Agriculture he bill proposes additional loan author 
ms of $25 million for production and subsistence loans under 
[! of the Bankhead-Jones Act. S. 3229 has been referred to this 
mittee and Senator Hickenlooper is here to make a statement. 
| will place a copy of S. 3229 in the record. 
lhe bill referred to follows :) 


{S. 3229, 84th Cong., 2d sess.] 


r supplemental appropriations for the fiscal year ending 
for other purposes 


d for other purposes. 


i ¢ 
af 
mr 
i 


ted by the Senate and House of Representatives of the United States 
n Congress assembled, That the following sums are appropriated, 
y money in the Treasury not otherwise appropriated, to supply addi- 
ipplemental appropriations for the fiscal! year ending June 30, 1956, and 


urposes, namely: 


DEPARTMENT OF AGRICULTURE 


FARMERS’ LIOME ADMINISTRATION 


LOAN AUTHORIZATIONS 


u additional amount for “Loan Authorizations”, for loans under title II 

Gankhead-Jones Farm Tenant Act, as amended. $25,000,000: Provided, 

t not to exceed the foregoing amount shal! be borrowed in one account from 

the Secretary of the Treasury in accordance with the provisions set forth under 
his din the Department of Agriculture Appropriation Act, 1952 
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STATEMENT OF HON. BOURKE B. HICKENLOOPER, A UNITED STATES 
SENATOR FROM THE STATE OF IOWA 


LOAN AUTHORIZATION INCREASE 


Chairman Haypen. Senator Hickenlooper, will you proceed, 

Senator Hickentoorrr. Thank you very much for this hearing, Mr, 
Chairman. 

This bill that is before your committee, to which T am speaking, 
is S. 3229. A companion bill was filed in the House by C ongrressman 
IIloeven of the Eighth Congressional District of Iowa. I cannot give 
you the number of that companion bill, but I can furnish it for the 
record very shortly. 

The purpose of this bill is to increase the loan authorization of the 
Farmers’ Home Administration by $25 million. The circumstances 
are these: The Farmers’ Home Administration under title IT of the 
Bankhead-Jones Farm Tenant Act has, of course, bor rowing authority 
and, in turn, can make rather long- term loans for several years to 
farmers when the risk is considered by a board which is prope as rs 
up locally to pass on these loans to be reasonable risks but which, 
various reasons of banking law and otherwise, may not always meet 
the strict requirements of a 1 bank Joan. 

Chairman Haypen. Is it not the requirement that they are unable to 
get a loan anywhere else ¢ 

Senator Hickentooper. That is right. They are unable, for various 
reasons, to get a strictly bank loan, but the risks are reasonable risks, 

Chairman Hayopen. I think that that is proven by the remarkable 
record made in collections. 

Senator HicxenLoorer. In our State, the group that passes on these 
loans has granted in the neighborhood of a third of the loans applied 
for. They screen them very thoroughly and I think they do in every 
State, and the record of repay ment of these loans, as the chairman 
mentioned a moment ago, is extremely high. However, the fund at 
the present time is substantially exhausted. I do not have the records 
for the last couple of weeks, but a short time ago I think there were 
just $8 million or $4 million left available for loan over the United 
States. 

Our situation in Towa, as in some of the other diversified farming 
areas, is, of course, that the prices of farm products, which in our case 
means the prices of meat animals especially, have been depressed, : 
we all know, for a good many months and, while we have a great many 
farmers, we have a backlog of accumulation of one kind or another, 
and without excusing the difficulties of the farm prices, they have lines 
of credit at the bank which they can use, but we have a great man) 
small farmers and especially younger farmers who started in the 
farming business in recent years who have had to go out and make 
substantial investments in farm machinery and equipment of all kinds 
and some of them have been able to buy farms with a reasonable down- 
payment which is still substantial, and they have been caught in this 
price squeeze in this last year or so. They find that the collateral upon 
which they base a lot of their loans is just about sufficient to carr v the 
loan which they may have, but not sufficient to extend their credit for 
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additional money which they are going to have to have to meet the 
economic situation with which they are “faced. 

According to the last estimate, we had something perhaps in excess 
of $6 n nillion in Iowa to meet the real needs. This bill, of course, ee 
to be one of general application over the country. I tried to check a 
thoro uehly as I could to see what would be a reasonable amount to 
wt in this bill, and we arrived at a conclusion that $25 million of loan 
é horization would be moderately adequate. It might not be fully 
adequate, but it will be at least moderately adequate. 


LETTER FROM IOWA BANKERS ASSOCIATION 


| have here endorsement of this additional loan provision from the 
flown Bankers Association, signed by Mr. Frank Warner, the execu- 
tive secretary; a letter in the nature of a resolution but which is 
merely a statement of fact, signed by Mr. Vincent Kelly, chairman of 
the agricultural committee of ~ bankers association; Mr. Rolland 
W. Hall, vice chairman; Mr. G. G. Butler, president of the Iowa 
Bankers Association; Mr. W. H. Witte, vice president and treasurer; 
and Mr. B. L. McKee, retiring president. 

I would like, Mr. Chairman, to put this letter into the record 
this point, if I may. 

Chairman IfAypEN. That may be done. 

(The letter referred to follows :) 

IOWA LDANKERS ASSOCIATION, 
Des Moines, Iowa, February 6, 1956. 
Hon. B. B. HiCKENLOOPER, 
Uniled States Senate, 
Washington, D. C. 

My Drar SENATOR: Many farmers situated in the drought areas of our State, 
principally located in single smaller areas of Iowa, are now definitely beset 
by financial conditions which in many, many instances are deteriorating at an 
increasing rate and with no foreseeable end for months. To help the deserv- 
ing farmer in the drought areas through these winter months and through the 
crop period of 1956, it is our sincere belief that it is essential that not less than 
$6 million may be needed by the Iowa office of the State director of the Farm- 
ers’ Home Administration. That office under the Iowa director, has in our 
opinion been doing a most careful and conscientious job of employing the funds 
he has been given, but the 1955 drought in those various areas of lowa where 
it struck hardest, has and is and will in our opinion continue to bring to light 
more and more cases among the deserving farmers of those areas where funds 
are badly needed over and above any funds that can be made available by banks 
or by other classes of customary lenders in those areas. It is a job for the Con- 
gress, nay we respectfully say, and may we further add that time right now is 
the essence, for providing the office of our State director of the Farmers’ Home 
Administration with ample funds for this drought work. Anything short of an 
ample adequate sum could be bad because it will fail to give the necessary as- 
surance and to make certain to those fine and deserving farmers that they are to 
he given hope and encouragement to cary on until another farm crop can be 
harvested by them. (Memo: These Iowa areas must not be declared emer- 
“ency areas, entitled only to such funds perhaps officially known as the annual 
emergency type loans. That could hurt our State and lessen farm values. Let 
us avoid such kind of loans in dealing with the drought problem in the various 
areas of Iowa. Thanks. ) 

Your continued energetic and full cooperation in this serious and regrettable 
farm drought problem as it may exist in various isolated sections in our com- 
mon State, will be appreciated tremendously. 
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With kind regards to you and to the other members of the entire 
gressional delegation to each of whom we are sending a similar lett 
Yours very cordially and sincerely, 
Vincent Kelly, Chairman, Agricultural Committee, President, Stato 
Bank of Lawler, Lawler; Rolland W. Hall, Vice Chairman. A«) 
rom wate C ommittee, President, Farmers & Merchants Sti ite Bank. 
Neola; G. G. Butler, President IBA, President, Rolfe Bank 
Rolfe: ww. H. Witte, Vice President-Treasurer IBA. re sident. 
American Trust & Savings Bank, Lowden; B. L. McKee, Ret 
President IBA, Executive Vice President, Muscatine Bank 
Trust Co., Muscatine; Frank Warner, Secretary. 


ABSENCE OF BUDGET ESTIMATE 


Chairman Hayprn. Was there time to ask for a 
for this appropriation ? 

Senator Hicxentoorrer. No; I have no budget estimate fo: 
This is a loan operation, of course, and not a direct appro 
It is an authorization _ it is money to be repaid. 

I am also authorized, becanse of n rous te leph one « 
with our Governor, Leo A. Hoegh, of Siec, to urge his strong en- 
dorsement of this provision upon you. 

Senator Martin of Iowa has authorized me to say that he join 
wholeheartedly in this recommendation, and they are bot] 
the needs. 

ER FROM IOWA FARM BUREAU FEDERATION 


[ have a letter under date of March 2, ad ig to me, fro: 

sat ard Hill, president of the Iowa Farm Bureau Federa 
h they suggest that the $25 million inate he raised to S5t 

lion or $75 million for the entire country, but call attention 
very definite need for this. 

Now, there is some feeling t that the emergency loal 
which are possessed by the Department of Agriculture mig 
quate. There is a very definite reason why our people and 
most farmers in areas which have not been devastated by co 
destructive floods or something of that kind feel that the en 
route is not a satisfactory one and not a proper one. It designate 
a territory as a disaster area. It has an effect upon the ps) 
of that area and it gives the appearance that they are classified 
disaster group of people when it is really an economic wane which 
they are facing and something which they need to tice 
over. 

Then there is a difference in the loan provisions when it is app! 
under the disaster provisions of the authority, as I unde 
which makes it far less desirable than to go by this loanin 
under this authority of the Farmers’ Home Ac iministration. 


LIMITATION ON LOAN AMOUNT 


Chairman Haypen. Is there not a limitation to the amount which 
one can borrow ? 

Senator Hickentoorer. Under the disaster provisions! 

Chairman Haypen. No; under oo Les mn. 

Senator Hickentoorer. I cannot say, Mr. Chairman. 

Chairman Haynven. It is $10,000. 





SECOND SUPPLEMENTAL APPROPRIATION BILL, 1956 5 


senator HickeENLooper. I did not know whether or not there was 
a limit, but, nevertheless, | would anticipate that the overwhelming 
number of loans would come well under that amount. Most of these 
people need just a little extra credit over a period of 3 or 4 years and, 
as | say, their loan applications are screened, their resources are ex- 
amine “. and they are considered to be re asonably good risks. That 
iS. the y are good moral risks and only the fact that they have ex- 
tended their collateral to the point where a bank can no longer extend 
them that credit warrants the Government, under the moral loan idea 
and the real opportunities and chances of these people coming out 
over a period of the next 2 or 3 years, to justify this extension of 
credit. 
| think that this is an extremely worthy thing. It is something that 
done to help farmers, who want to continue as farmers, over 
ery low and rather devastating economic period at this time. 
Again I want to emphasize that these loans are not made, of course, 
lly-nilly. They are carefully screened by very careful people and, 
in view of the recommendation which is made in this letter by Mr. 
ll, as president of the Iowa Farm Bureau Federation and which 
was the result of a meeting called on March 1 in Omaha by the De- 
tment of Agriculture to discuss these farm credit needs, I recom- 
mend the serious consideration of this committee to the possibility 
even raising this amount of loan from $25 million to perhaps $50 
lion. It is in repayable loans and will not in the long run cost 
vernment anything, but, on the other hand, it will be furnish- 
dit which is badly needed and which can have a material effect 
younger farmers of the country and those who have not been 
farming business too long. 
nk you, Mr. Chairman. 
rman Haypren. Thank you for your statement. 
Mr. Joseph Wheeler, the budget officer of the Department of Agri- 
ire is here. I am going to ask him to file a statement for the 
ord, setting forth the Department’s position regarding the need 
for additional loans provided in your bill, Sen: itor Hickenlooper. 
This is the next best step that we could take in the absence of a budget 
late. 
f Mr. Wheeler will provide the committee with the statement of 
ie Department’s official position regarding Senator Hickenlooper’s 
|, together with a summary of the current loan situation, we will ap- 
ate it very much. 
PREPARED STATEMENT 


Mr. Wurrter. We will be glad to do that, Mr. Chairman. 
The sts atement requested 1 18 as follows: ) 


1956 authorization for production and subsistence loans under title iT f 
ae ad-Jones Farm Tenant Act is $137,500,000 or $15 million more than 
the total of $122,.500,000 available in the fiscal year 1955. It has been the prac- 
tice of the Farmers’ Home Administration to set aside a sufficient amount of the 
annual authorization for use in making supplemental loan advances to borrow- 
ers already indebted. The amount of such loans to indebted borrowers in fiscal 
year 1955 was $51,703,000. The estimated amount in fiscal year 1956 is $58,321,- 
00, or $6,618,000 greater than in 1955. Therefore, the net amount available for 
to new applicants in 1956 is $8,382,000 more than in 1955. 
APE ilications for new loans during this fiscal year through February 29, 1956, 
have been considerably below applications in the previous fiscal year. The totals 
are 48.061 and 54,129, a drop of about 11 percent. Applications in some States, 
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however, are greater this year than last. These States are: Arkansas, F lorida. 
Iowa, Massachusetts, Nebraska, Rhode Island, South Carolina, and Tennessee 
Nebraska, for example, has an increase of 76 percent over the previous year. 

The following table shows the number of applications received in fisca] year 
1955, the number of new loans made, and the number of applications on hand op 
June 30, 1955, compared to the estimated number for fiscal year 1956: 


Applications _| Applications 
; Siena Loans made! on hand 


June 30 


Fiscal year 


1955... ' : , ere gs ie 67, 708 
DD is creatin es ntains ‘ iia eth peelnapicancanhamenaiaabags =a antes 63, 000 


1 Includes 2,507 loans in 1955 and an estimated 1,720 loans in 1956 from State rural rehabilitation corpors. 
tion trust funds. 


Historically, the funds for production and subsistence loans have been ex. 
hausted each year before the end of the loan-making season. Undoubtedly, the 
authorization of $137,500,000 will not be sufficient to take care of all of the 
qualified applicants. However, this situation has been anticipated, and other 
authorities are being used to relieve the situation. Public Law 727, approved 
August 31, 1954, as amended by Public Law 117, approved June 30, 1955, provides 
authority for emergency loans in any area where the Secretary determines there 
is a need for credit which cannot be met for a temporary period from commercial 
banks, cooperative lending agencies, or the Farmers’ Home Administration under 
its regular programs. This authority is being used to relieve the shortage of 
funds and as of this date, 17 States, in whole or in part, involving 1,322 counties, 
have been designated for assistance under this program. It is estimated that 
about $11 million will be loaned this fiscal year. 

The following is a comparative statement of obligations from production and 
subsistence loan authorizations in 1955 and 1956: 


Fiscal year | Fiseal year 
1955 1956 


Loans made through Mar. 18: 
New loans ; se $64, 428, 198 | 
Supplemental loans- ; ; 44, 722, 090 | 


Total loaned ae 5 saidons ; -| 109,150, 288 110, 302, 45 


Available for balance of year: 
New loans ae pcbieatahatae I }, 368, 845 
Supplemental loans. --- clas ca eieenals ), 980, 815 


Total available : y 3, 349, 660 
Total for entire year: 

New loans oe caps 70, 797, 043 

Supplemental! loans. __- 51, 702, 905 


Re terri etek tctenetabaiet A a ‘ 122, 499, 948 


In addition to the amount of $137,500,000 in 1956, about $11,000,000, is esti- 
mated to be obligated for special emergency loans and about $10,300,000 will be 
available from State rural rehabilitation corporation trust funds. 


LETTER FROM ACTING SECRETARY OF AGRICULTURE 


Chairman Haypen. I have received a letter from Mr. Morse, Acting 
Secretary of Agriculture, appealing reductions in the second supple- 
mental appropriation bill, 1956, as reported by the House Appropria- 
tions Committee. I am placing the letter in the record and the 
committee will hear witnesses from the Department on the items 
covered, beginning with the Agricultural Research Service. 
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(The letter referred to follows :) 
MarcH 19, 1956. 
Hon. CARL HAYDEN, 
Chairman, Committee on Appropriations, 
United States Senate. 

DEAR SENATOR HAYDEN ; The Department is seriously concerned about the fact 
that the second supplemental appropriation bill, 1956, as reported by the House 
Appropriations Committee, does not provide the full amount of the budget esti- 
mates for a number of agricultural programs. These reductions, if allowed to 
stand, would impair important services to agriculture by making it impossible 
for the Department to carry out the programs concerned in a manner consistent 
with the plans for the year or the objectives laid down by the Congress. The 
specific activities involved and the necessity for the additional funds requested 
are as follows: 

AGRICULTURAL RESEARCH SERVICE 


SALARIES AND EXPENSES, RESEARCH 
(P. 2, line 7) 


The estimate for this item was in the amount of $2,217,530 to provide the 
necessary funds for meeting 1956 Pay Act costs. The bill as reported to the 
House provides $1,217,530, a reduction of $1 million. 

The House committee decrease would cause drastic curtailment and disrup- 
tion of the agricultural production and utilization reasearch program. It 
would necessitate reductions in research programs approximately as follows: 


Project Reduction 


Crops research— eee : ; $357, 000 
Farm and land management research_____-~-~- . 188, 000 
Livestock research—_ aR a 140, 000 
Administration of payments to States, and Territorial research—__ 34,000 
Home economies research ee sree aoe _.... 40,000 
Utilization research_-_ 


| EE AR __-. 1, 000, 000 


The estimate of $2,217,530 for pay act costs is based on actual costs incurred 
through the first 6 months of the fiscal year and program plans for the remainder 
of the year were made on the basis that such funds would be available. If re- 
quired to effectuate a savings of $1 million the Service would make every effort 
to defer purchases, curtail travel and otherwise reduce obligations with minimum 
harm to its personnel structure. However, since 76 percent of its obligations are 
for personal services, it is likely that recourse would have to be made to reduction- 
in-force or involuntary furloughs. While the entire cut would not be made in 
personal services, a substantial curtailment in personnel below that originally 
planned would be unavoidable. 

Since a large part of the plant and animal research is seasonal in nature and 
the spring months represent a critical period, a reduction of $1 million would be 
disastrous to the research programs. Much of this work is conducted at small 
stations throughout the country and involves working with growing crops out in 
the field. Therefore, the rate of obligations during the fall and winter months 
s always low when compared with the spring and summer months. Failure to 
carry out needed operations in the spring would impair the programs for the 
entire year, since it would not be possible to recapture these phases of the ac- 
tivities once the time for performing them has passed. The cumulative effect 
would be extremely detrimental to the research program. 

In view of the recognized importance of agricuitural research to the welfare 
of the farmer and the Nation and the need for still further expanding the re- 
search program as evidenced by the President’s 1957 budget requests which pro- 
vide for increases in this subappropriation of $9,766,845, the Department strongly 
urges restoration of the House reduction of $1 million. 
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FARMERS’ HOME ADMINISTRATION 
SALARIES AND EXPENSES 
(P. 3, line 11) 


The estimate for this item was in the total amount of $1,620,000 consisting 
of $150,000 for making and servicing new farm housing loans and $1,470.99 
for pay act costs. As reported to the House, the bill includes nothing for making 
and servicing farm housing loans and provides $1,350,000—a reduction of $120. 
000—for pay act costs. Overall, the reduction below the estimate is $270,000. 

The House committee eliminated the item of $150,000 for making and servicing 
housing loans, although the $5 mililon requested for the loans themselves wag 
approved. Failure to provide for these necessary salaries and expenses wil] 
result in serious delay in processing the loans. Real estate loans of this nature 
require considerable preliminary work such as appraisal of the farm, engineering 
review of construction plans and specifications, and docket preparation. The 
Farmers’ Home Administration is without engineering services in 12 of its State 
offices, and has only minimum engineering services in the other 29 offices. The 
budget estimate proposed to secure engineers wherever necessary to assist the 
county offices in checking the construction plans and estimates for conformity to 
minimum construction standards, and to assist the county offices in determining 
the proper amount of the loan. These engineers would also assist in inspection 
work necessary to assure sound construction and protect the security position 
of the Government. If additional engineering services are not available, ther 
would undoubtedly be delay in processing applications. While the loan funds 
included in the bill are available until expended, it is anticipated that the entir. 
$5 million will be used during the balance of this fiscal year. Also included in 
the estimate of $150,000 are funds for the employment of a minimum number 
of additional personnel in county offices. Many of the county offices are now si 
heavily engaged in making and servicing other types of loans, that they would 
be unable to currently process applications for farm housing loans without at 
least some temporary assistance. 

The reduction of $120,000 in the estimate of $1,470,000 for 1956 Pay Act costs 
would result in reduced services in county offices of the Farmers’ Home Admin 
istration. It is very difficult to absorb a reduction of this size during so short 
a period of the fiscal year. The agency has reduced its appropriation for 
salaries and expenses since 1953 by over 15 percent, at the same time a large 
added volume of loans was being processed. A very heavy demand for loans 
is being experienced at this time, and any reduction in the authorized staffs of 
eounty offices would make it very difficult to render efficient and prompt service 
The average county office of the Farmers’ Home Administration is staffed wit! 
one agriculturally trained man and a clerk. Whenever a vacancy occurs that is 
not filled, the work of the particular office immediately bogs down. The reduc- 
tion of $120,000 would require holding some vacancies and will result in reduced 
services in the counties involved. 

Under these circumstances, we strongly urge that the reduction made by the 
House committee be restored. 


CoMMODITY CREDIT CORPORATION 
ADMINISTRATIVE EXPENSES 
(P. 3, line 17) 


The House cominittee recommended $4,500,000, representing a reduct 
$464,000 below the estimate. 

The supplemental estimate submitted to the House was based on the volume 
of program operations for the remainder of the fiscal year 1956, anticipated 
at the time the estimates were formulated in December. It was primarily based 
on detailed work measurement data which have in the past provided an accurate 
estimate of costs related to a given volume of work. Since this estimate was 
formulated, the program outlook has changed, so that as of the present time 
it appears that 1 million additional bales of cotton and 135 million additional! 
bushels of corn will be placed under loan before the end of the fiscal year. If 
the special school milk program is expanded as anticipated, such action wil! also 
necessitate additional expenditures. Therefore, even if the full amount of the 
supplemental estimate is provided, the available funds would have to be spread 
over a larger workload than previously estimated. Therefore, the cut imposed 
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» the House committee is particularly serious. A cut from the estimate sub- 
mitted with no change in workload would cause the buildup of backlogs in the 
jandling of the loan and inventory transactions of the CCC. With the increase in 
rogram volume since the estimate was submitted, this cut would result in a 
Y nsiderably more serious buildup of backlogs. 

These delays in work processing would have the following specific effects : 


The ability of the Corporation to meet its obligations to warehousemen 
producers, banks, carriers and others with whom it deals on a daily basis in 
oper rating the price support activities as directed by Congress would be impaired. 
» It might result in less than adequate management of the tremendous inven- 
tories of Commodities now owned by the. Corporation and the large additional 
quantities which will be required during the takeover period which begins on 
farch 30 of the current fiscal year. 

It would interfere with the disposal of surpluses in inventory, and the 

of losses would be greater. 

» movement of grain from country to terminal and coast export areas 
be effected promptly and therefore, there would be less storage facili- 

es ilable in country areas for the 1956 crops to be harvested. 
5. The Corporation would have to delay the paying of warehousemen, han- 
carriers, banks and others for services performed. Many of the Corpora- 
tion's creditors are unable to finance their operations without borrowing at 
tantial interest costs. A delay in payments to them would increase these 


eventual cost of processing the work, which must at some time be 
muld be greater than if it were handled promptly. 


these circumstances would result from the inability of the commodity 

ces to hire the additional necessary manpower during the last quarter of 

rent fiscal year required to handle the increased workload due to the 
wheat and other small grains. 


FOREST SERVICE 
SALARIES AND EXPENSES 
P. 17, line 11) 


The budget estimate proposed $500,000 for national forest timber sales, of 
which only $200,000 was provided in the bill as reported to the House. This 

uction of $300,000 would make it impossible for the Forest Service to sell 

additional 800 million board-feet of timber for which there is a need and 
emand in the current fiscal year, and would result in a loss of about $4 million 
l gross reyenues. 

In addition to its other benefits, the sale of national forest timber is a profit- 

le operation from the standpoint of the Federal Treasury. The additional 
$500,000 would provide for the sale of an estimated 500 million board-feet, with 
gross receipts to the Treasury of $6,500,000. The $200,000 provided by the House 
vould finance a timber cut of only 200 million board-feet with gross receipts of 
about $2,500,000. Therefore, a reduction of $300,000 in appropriations would 
esult in a decrease of $4 million in gross revenues to the Government. 

While this fact alone justifies the requested increase in funds, there are other 
important considerations which make it important to increase timber sales in 
the current fiscal year. Numerous communities adjacent to the national forests 
depend on these timber operations for their economic wellbeing. The requested 
increase would make it possible to maintain nominal cutting schedules and full 
employment in many such communities. 

The report of the House Appropriations Committee stated: 

* the need for a 2-month running start on the large increases provided for 

ber-cutting purposes in the regular bill for 1957 does not appear to be of such 
icy as to warrant treatment in a supplemental bill.” 

indicates that there may be some misunderstanding of the nature of this 

The increase is not being sought for the purpose of obtaining a running 

n the 1957 timber-sale program under which the Forest Service estimates 

vill eut 7.75 billion feet with gross returns to the Treasury of $108 million. 

_ As indicated above, the additional funds are needed to meet demands for tim- 
ver in 1956 and to maintain the economy of timber-dependent communities, while 
it the same time increasing the gross receipts to the Treasury. 

In view of these facts, restoration of the $300,000 is strongly urged. 
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We earnestly hope that your committee will find it possible to restore thoge 
cuts in funds which, if allowed to stand, would make it impossible for us to meg; 
our responsibilities effectively in carrying out the programs against which the 
reductions would have to be made. We would appreciate the opportunity 
supplying any additional information you may wish in considering these req), 

Sincerely yours, 


i 


{Uests 


True D. Morse, Acting S¢ erctary, 
TITLE IIT LOANS 


Senator Dirksen. Mr. Chairman, let me ask one question. Under 
Farmers Home Administration vou have asked only for an additio, 
for title V but not for title IT. 

Mr. Wueever. That is correct. Farmers Home Admihistratio 
witnesses will be before you shortly on the budget estimate of $5 mil 
lion for housing loans under title V of the Housing Act, which js }) 
this bill. 

Senator Dirksen. The only question I have is why no money was 
requested for title IT if there was an ascertained need for funds there’ 
Would you know? 

Mr. WHee.er. Senator Dirksen, we do not have an estimate pending 
on title IT. The information that the chairman has requested wil] 
show that we have loan funds for title IIT of $137,500,000 this year 
which is $15 million above last year; that, actually, as far as the funds 
available for the balance of the year today as compared with the same 
time last year, we do have more funds available; $19,358,000 is availa 
ble for new loans as of this time. 

Senator Dirksen. Is that your unexpended balance ? 

Mr. Wiireter. Yes, sir: for new loans, and for supplemental Joan: 
we have about $7.8 million, or a total of $27,197,000. Therefore. we 
have not requested a supplemental item for production and subsistence 
loans. 

AGRICULTURAL RESEARCH SERVICE 


STATEMENTS OF DR. M. R. CLARKSON, DEPUTY ADMINISTRATOR 
FOR REGULATORY PROGRAMS; DR. W. L. POPHAM, DIRECTOR, 
CROPS REGULATORY PROGRAMS; F. H. SPENCER, ASSISTANT 
ADMINISTRATOR FOR MANAGEMENT; MARK M. KIRKHAM, 
CHIEF, BUDGET BRANCH; JOSEPH C. WHEELER, DIRECTOR OF 
FINANCE AND BUDGET OFFICER, DEPARTMENT OF AGRICULTURE 


EFFECT OF ILOUSE REDUCTION 


Chairman Haypren. The Secretary states, with respect to the \g 
cultural Research Service, that the House committee decrease would 
cause drastic curtailment and disruption of the agricultural produ 
tion and utilization research program. He states that it would neces- 
sitate reductions in research programs approximately as follows: 
Crops research, $357,000; farm and land management research, $185, 
000; livestock research, $140,000; administration of payments to 
States, and Territorial research, $34,000; home economics research, 
$40,000; and utilization research, $241,000. The total cut was 51 
million. 

Will you discuss that ? 

Mr. Wueeter. Mr. Chairman, the cut of a million dollars relates to 
the supplemental estimate requested to meet the Pay Act costs under 
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Public Law 94. T suggest that Mr. Spencer of the Agricultural Re- 
search Service provide ‘further justification for restoring of the reduc- 
tion of S] million. 

Mr. Spencer. Mr. Chairman, the action of the House committee in 
making a cut of a million dollars was quite probably based on a 
projection of the obligations for the first 7 months over the entire 
year. That, however, “does not take into account the fact that of the 
= months covered in ‘that reporting period, 5 of those months were 
fall and winter months when the obligation rate lags behind that of 
the spring and summer months because muc h of the research is carried 
on actually with crops and livestock in field conditions. 

A more significant comparison would be with the rate of obligation 
at similar periods during the fiscal years 1955 and 1956. In 1955 at 
the end of February, there had been obligated 62.8 percent of the funds 
available including those funds which were used for Pay Act cost for 
that year. 

At a similar period, the end of February 1956, there had been obli- 
cated 63.3 percent of the funds available, ‘including this current. esti- 
mate for research Pay Act costs. Actually our obligation rate is thus 
slightly in excess this year of what it was ‘last. percentagewise, and 1 in 
that connection we could say that the unobligated balance remaining 
in the research appropriation ery. fiscal year 1955 was only $150 000, 
which is less than one-half of 1 percent of the appropriation. 


EFFECT OF REDUCTION ON PERSONNEL STRUCTURI 


The necessity of absorbing a cut of $1 million would be serious at 
any time, and particularly serious coming in the last quarter of the 
fiscal year. We don’t quite see how we could meet it without some 
cuts in staff, but, we would make every effort to absorb this cost with 
minimum harm to our personnel structure. That is, first, because 
the people concerned are the people that we have to depend on, and 
with the difficulty of recruiting for research jobs, if a man is dropped 
or even furloughed for an extensive period there is little chance of 
vetting him back. 

Second, coming at this time of year, by the time the necessary notice 
is given on reduction of force, and accumulated leave taken care of, 
it is doubtful how much could be recovered that way. However, it 
would be very hard to absorb a substantial cut in objects of expendi- 
ture other than personal services, because only about 24 percent of 
this subappropriation is budgeted for those purposes. That is not a 
large proportion for a program requiring so much equipment, ma- 
terials, travel, and like items, and for substantial operating costs of 
research laboratory buildings and farm areas, such as the Agricultural 
Research Center. We just have no pockets from which to pull an 
amount like this. It is inevitable that any cut to be absorbed will be 
reflected in the curtailment of going programs. 


BASIS OF HOUSE ACTION 


Chairman Haypen. The House committee made no statement of 
why it made the cut. You had better get a very good justification 
here for restoring it. 

If we knew exactly what they had in mind it would be helpful. You 
suspect that, because the experience was light in the first half of the 
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fiscal year, they think it would be the same through the rest of ; 
year, is that it? 

Mr. Wnere.er. We feel that they noted the situation deseri} bed by 
Mr. Spencer where, by simply projecting the obligations to date. 
would appear that there would be balances at the end of the vear, 
That ty pe of analysis does not take into account the seasonal upswing 
in the spring and summer months that is very important to rese 
out in the field and which is definitely a planned part of the researe) 
program. If it is sacrificed that work just cannot be picked up ile 
in the year. 

It would be particularly unfortunate to slow down or place en 
ployees on furlough in the research activities where substantial j 
creases are proposed for 1957 in order to help find solutions to oyy 
farm problems through research. 

Chairman Haypen. That is to say that, if Congress allowed the full 
budget estimate for 1957, we would have this lapse and then you | 
have an even greater rate of expenditure after July 1? 

Mr. Wueetrr. That is right. 

Chairman Haypen. Obviously, you could not handle your 
nel on that basis. You would lose good men and could not ¢g 
yack, 

Mr. Wurexer. [t would be very disruptive and very diflicu] 

Chairman Haypen. Is there anything further you have 1 
that subject? 

Mr. Wueeter. Not unless you have further questions. Myr. 
man. 


le 


PLANT AND ANIMAL DISEASE AND PEST CONTROL 


We might just mention briefly that on line 8 of the bill. up} 
mental estimate for plant and animal disease and pest aed was 
allowed in full by the House. That includes the Pay Act funds 
that appropriation and also a supplemental of $500,000 for the con- 
tingency fund for emergency plant and animal disease and pest 
control. 

JUSTIFICATION 


We would be glad to file a justification on that unless you have 
ther questions. 

Chairman Haypen. The justification may go into the record. 

(The justification referred to follows :) 


DEPARTMENT OF AGRICULTURE 


AGRICULTURAL RESEARCH SERVICH 
(H. Doe. 330) 


Salaries and expenses, 1956 


Request for 3 months from Apr.’ 1, 1956_ _ $4, 794, 000 
Appropriations to date - = ; a Baa , 933, 700 
Obligations to Dec. 31, 1955_- 38. 025, 744 
een nT EOE as aa oe ee nde one : 292 
Budget estimate next fiscal year_______-_____ 
Employment : 

Average number, current appropriation___ 

Average number, involved in this estimate 

Actual employment, Dec. 31, 1955 


1Includes 4,226 veterinarians employed in the brucellosis program on fee-testing basis 
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PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


The proposed supplemental appropriation includes $4,294,000 to provide for 
pay increase costs for fiscal year 1956 granted by Public Law 94, and $500,000 
10 ‘nerease the contingency fund for the control of emergency outbreaks of 

nsects and plant diseases. Absorption of pay increases cannot be made without 
dre actic disruption of research, control, and regulatory programs. The increase 
in the contingency fund is needed or finance the Federal share of the costs of 
cooperative control programs against grasshoppers, khapra beetle, Mexican 
fruitfiy, Huropean chafer, burrowing nematode, and soybean nematode. The 
8] million appropriation for fiscal year 1956 for such emergencies will be ex- 
hausted soon after April 1, 1956, and additional funds will be needed to continue 

ontrol work through June 30, 1956. 


LANGUAGE 


For additional amounts for ‘Salaries and expenses’ as follows: 

‘Research’, $2,217,580: 

‘‘Plant and animal disease and pest control’, $1,527,780, of which $500,000 
shall be apportioned for use pursuant to section 38679 of the Revised Statues, 
as amended, for the control of outbreaks of insects and plant diseases under 
the joint resolution approved May 9, 1988 (7 U. S. C. 148-148e), and the act 
of August 13, 1954 (7 U. 8S. C. 148), to the extent necessary to meet emergency 
conditions; and 

‘Meat inspection’, $1,048,690.” 


EXPLANATION OF LANGUAGE 
posed language would provide additional funds in fiscal year 1956 
f ri reases granted by the act of June 28, 1955 (Publie Law 94) and for 
increasing the contingency fund for the control of emergency outbreaks of 
sects and plant diseases. 


fication for supplemental estimate, fiscal year 1956, for salaries and expenses, 
Agricultural Research Service 


| 
| 
Supplemental estimate 
one 2evises 
| tion 1956 ree q 
| 


1956 
ae Program 
et et | 
a 


d expenses: 
: aaa --.....-..-~|$37, 950, 000 
nd animal disease and pest control anaucnon} 16,608, 700 
ection cla a a Lalas eines 14, 325, 000 | 


~~ $500, 000 


1, 027, 780 20, 186, 480 
1, 048, 690 15, 373, 690 


| 
| 
os 
. sl $2, 217, 530 | $40, 167, 530 
og 
Es 
! 


otal, salaries and expenses 70, 933, 700 | "500, 000 294, 000 | 75, 727, 700 


1) Increase of $500,000 under the subappropriation “Plant and animal disease 
and pest control” for the contingency fund for the control of emergency out- 
breaks of insects and plant diseases 


Veed for increase.—The subappropriation “Plant and animal disease and pest 
control” includes under the activity “Plant disease and pest control” a 
contingency fund, currently amounting to $1 million to cooperate with 
States in controlling or suppressing emergency outbreaks of plant pests. To 
meet emergency situations during fiscai year 1956, a total of $844,700 already 
has been withdrawn from this fund to cooperate with the States in the control 
of the Mexican fruitfly, the khapra beetle, the European chafer, the burrowing 
nematode, and to finance the control program for grasshopper and Mormon 
cricket infestations which occurred late in the 1955 crop year. These releases 
leave a balance of $155,300 which is entirely inadequate to permit the continua- 
tion of Federal support for present control programs during the remainder of 
the fiscal year, and to maintain a sufficient balance to provide prompt aid in 
the control of anticipated grasshopper outbreaks in the spring of 1956 and to 
meet other emergencies which may occur. ‘This situation could not be foreseen 
when the original estimates for this item were submitted. 
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The following tabulation is a summary of the estimated needs for fiscal year 
1956 : er 


$1,000,000 contingency 
fund appropriation J 
— Proposed 
| supple- 
Released to Balance mental 
date | available 


Khapra beetle ‘ 1 $399, 000 | $133, 000 
Grasshopper: } 
1955 crop year ae 29, 700 | 
1956 crop year a peseinies -| 155, 300 
Mexican fruit fly____- ; , 000 ; 
European chafer ss , 000 | 
Burrowing nematode . , 000 #- 36. 000 
Soybean nematode eee. ce 5, 000 31. 300 


269, 700 
30, 000 


Total. _. , 700 155, 300 500, 000 


1 Provides for control operations for only the 1st 9 months of the fiscal vear. 

2 Due to the late grasshopper control season in the northern areas in the 1955 crop year, it was necesgay 
to use $129,700 in July 1955, for control work. Normally, these costs would have been incurred ree 
of the 1955 fiscal year program. pao 


The status of each of the control programs and the estimated needs for the 
remainder of fiscal year 1956 are as follows: 

Khapra beetle.-—This insect, which is considered to be the world’s worst pest 
of stored grain and seeds, was discovered in 1954 to be infesting a number of 
grain-handling establishments in California, Arizona, and New Mexico. A ¢o- 
operative survey and eradication program was immediately initiated. The 
marked success achieved to date in the fumigation of entire buildings has re 
sulted in an acceleration of this program well beyond what was expected a few 
months ago. Industry is anxious to be relieved of quarantine restrictions, and 
is cooperating fully with the Federal and State governments in the eradication 
effort. For the current fiscal year the industry and State governments are mak- 
ing available over $1,400,000 to eradicate the pest. Federal participation js 
needed to assure the complete success of the program, not only for the enforce- 
ment of the Federal quarantine and participation in the fumigation work, but 
also for the conduct of cooperative surveys to locate all infested premises. As 
of December 19, 1955, a total of 131 infested properties had been successfully 
fumigated and released from quarantine regulations, leaving 173 known infested 
properties which had not yet been fumigated. It is estimated that a total of 
$532,000 will be required for this work in 1956, which is $133,000 more than is 
presently available. 

Grasshopper and Mormon cricket control in Western States.—Weather con- 
ditions in the spring of 1955 retarded grasshopper hatching and the peak of 
eontrol work fell in late June and July 1955. This necessitated obligating 
$129,700 of fiscal year 1956 funds for control operations relating to the 1955 
crop year. Survey information now available indicates a continuation of the 
buildup in the cycle of grasshopper infestation and that there are some 20 million 
acres of rangeland included within infested areas in 16 Western States as 
compared with about 6 million acres in 15 Western States reported a year ago. 
Heavy infestation continues in the Texas, New Mexico, Oklahoma, Kansas and 
Colorado areas and there has been a noticeable buildup in parts of Montana, 
Oregon and California. It is expected that suppressive measures for the 1956 
crop year may also be needed in Arizona, Idaho, Nebraska, Utah, and Wyoming. 
The Federal cost of the control program for the remainder of this fiscal year is 
estimated at $425,000 which is $269,700 more than is presently available. 

Mexican fruitfly control.—Continued survey efforts on both sides of the border 
are required in an effort to prevent the Mexican fruitfly from invading citrus 
areas of Arizona and California, also for cooperating with the Republic of 
Mexico in the inspection and treatment of fruit moving from infested areas in 
the interior of Mexico for use in areas bordering the United States and in sup 
pressing any new infestations that may be found over the international line 
It is currently estimated that $134,000 will be required for this program for the 
current fiscal year. This amount exceeds presently available funds by $30,000 

European chafer.—This destructive pest in its larval stages feeds on roots © 
plants, causing destruction especially of pasture and forage crops, smal! crains 
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and nursery stock. It was first found in northwestern New York in 1954 and 
has since been found in Connecticut and West \ irginia. ro confine and control 
the pest, $83,000 has been released from the contingency fund for this fiscal 
year to participate with States in surveys, quarantine enforcement, and control 
operations. Quarantine regulations on the interstate movement of plants, 
nursery stock, soil, ete., have been effective in limiting its spread. It is esti- 
mated that the funds already available will be sufficient for this program for 
this fiscal year. 7 ; 

Rurrowing nematode surveys.—The State of Florida has appropriated approxi- 
ately $1,750,000 for a 2-year period to undertake an aggressive control program 
on the burrowing nematode, a serious malady of citrus which is spreading in 
the central part of the State. The Department has agreed to give some assist 
ance to the State, primarily in connection with surveys to determine presence 
or absence of the organism in groves and nurseries, and to take such action as 
may prove necessary to protect other citrus-growing areas of the country. An 
additional $36,000 is needed to make available a total of $150,000 which 
estimated will be required this fiscal year to carry 
responsibilities. 

Soubean nematode.—In August 1954, a newly introduced soil-infesting organ- 
ism was found to be causing severe damage to soybeans in the Castle Hayne 
area of New Hanover County, N.C. Preliminary plans have been developed with 
North Carolina for carrying out a program of containment. ‘This measure is 
considered necessary to protect the more important soybean producing States of 
the South and Middlewest. It is estimated that $31,300 will be required for 
this program this year in addition to the $15,000 currently available. 

Other emergencies.—It is not possible to predict the precise amounts which may 
be required to combat additional plant pests outbreaks of an emergency nature. 
\ny unobligated funds not required for the above programs, however, would be 


available for any additional emergencies which might arise, and if not so required 
would revert to the Treasury. 


it is 
out the Department’s 


(2) Increase of $4,294,000 to meet increased pay costs under Public Law 94 


Need for increase.—Additional funds are required to meet increased pay costs 
under Public Law 94 to avoid drastic disruption of research, control, and regula- 


tory programs in fiscal year 1956. The estimate is based on actual pay increase 
costs incurred as of January 1956 and estimated costs for the latter half of 
this fiscal year. A survey was also conducted in January 1956 to determine the 
extent to which savings could be effected without essential detriment to program 
operations and such savings used to reduce the need for additional funds to 
meet increased pay costs. As the result of this analysis and survey, it was 
determined that the original estimate for such costs for the current fiscal yea 
as shown in the budget could be reduced by $50,000. 

Two factors operate to limit the amount of pay costs which can be absorbed. 

1. It has been necessary this fiscal year to absorb more than $385,000 of in- 
creased costs. Examples of such increased costs are as follows: 

(a) $180,000 due to increasse in per diem rates for persons in travel 
status. Public Law 189, approved July 28, 1955, authorized 
such rates from $9 to a maximum of $12. 

(b) $170,000 in increased personal services costs under Public Law 763, 
approved September 1, 1954, due to exclusion from Classification Act of 1949 
of crafts, trades, and labor positions (CPC) and application of the prevailing 
wage policy to such positions, which resulted in higher personal service costs. 

(c) $35,000 in increased costs due to payment of uniform allowances to 
plant and animal quarantine inspectors and certain others, also authorized 
by Public Law 763 (as amended by Public Law 37, approved May 13, 1955). 

In addition, it has been necessary to absorb the higher costs of materials 
supplies, and services. 

2. There is urgent need to expand research and control programs. Appro- 
priations have been increased in fiscal year 1956 and substantial further increases 
for these programs are proposed in the budget estimates for 1957. Since addi- 
tional funds are being requested only after making such program shifts as are 
possible, all available funds are required for program needs. 

The introduction of new diseases and pests and the spread of those alre 
existing require increasing amounts for research and control programs. The 
demands for Federal meat inspection are increasing due to increased slaughter 
and processing and the decentralization of meatpacking operations from the 
larger packing centers. 


74919—56——2 
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MEAT INSPECTION 


Mr. Wueeter. I would also call your attention to the item of $1,048. 
690 on line 16 for meat inspection which is the same amount as the 
budget estimate and is also for meeting pay act costs. 

Unless there are further questions on the Agricultural Researe} 
Service, the next item would be the language for the “Agricultura] 
Conservation Program Service.” 


KHAPRA BEETLE ERADICATION 


Chairman Haypen. I wanted to ask some questions in connection 
with the Khapra beetle. Do you have an authority here on that? 

I might state for the information of the committee that this insect 
was discovered in California. A very serious infestation took place 
in that State. It was not discovered, as I believe, for nearly 2 years, 
When it was discovered there was available in California money ap. 
propriated by the State legislature so that any person who had a grain 
warehouse or other place that could be infected received all of the 
cost from the State and the Federal Government did not pay. The 
Federal Government usually paid a third and the State took up two- 
thirds. In that way they conducted a very fine program in Cali- 
fornia. I think they have the infestation very well under control, 
However, some of these beetles escaped into Arizona and New Mexico 
and in Arizona, in a small State of less than a million people compared 
to some 13 million people in California, with much less wealth and 
with much less grain production than California, the Department 
found itself without funds to do more than the one-third that they 
had been doing in California. The whole burden fell on our grain 
dealers. 

I took the matter up with the Department at their request and re- 
ceived this information: Experience with the Khapra beetle in other 
countries has shown it to be a far more destructive pest than those 
now infecting grain in the United States. The habit of secreting 
itself in cracks and crevices makes it particularly difficult to sup- 
press. There isan extraordinary potential for its outbreak and spread 
because of its tremendous reproduction capacity which in the South 
may amount to as many as 12 generations a year. 

Last September I had a meeting with the grain dealers in Arizona 
and their complaint can be summarized to this effect: that the cost 
of fumigation to eradicate the Khapra beetle, combined with the busi- 
ness losses because they have to close down the business was beyond 
their financial ability to bear. Full compliance on their part in the 
eradication is no insurance against immediate reinfestation. This is 
particularly true because relatively nothing is being done by the 
livestock dealers and poultry raisers in Arizona to eradicate the 
Khapra beetle. 

They agreed that complete eradication, if it can possibly be done. 
is highly desirable to prevent the spread of the beetle to all parts of 
the United States and they insist that, since the objective is to pro- 
tect the entire country, all the costs above those required for beetle 


control on their premises should be borne by the Government. I 
think that that is a just complaint. 


I 
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[ would like to know how much money is needed to carry on that 
program in Arizona and New Mexico and California for the remain- 
der of the present year on your one-third basis. What would it cost 
you to carry it on if you took over in Arizona and New Mexico? 

Mr. Wueeter. Dr. Clarkson of the Agricultural Research Service 
is in charge of that work. 


COST OF KHAPRA BEETLE PROGRAM 


Dr. Clarkson. We estimate that it will require $133,000 additional 
for the balance of the current fiscal year for the Federal Government 
tocarry on this work on the one-third basis. 

Chairman Haypen. Do you have that money ? 

Dr. CLARKSON. No, that is in this supplemental request. 

Chairman Haypen. You have a supplemental estimate here? 

Dr. CuarKson. It is included in the $500,000 that the House allowed 
in this supplemental. 

Mr. WHeretrr. On page 2, line 9 of the bill. 

Chairman Hayprn. They estimated $135,000. That is only one- 
third ? 

Dr. CLarkson. That is correct. 

Chairman Haypren. If you take the whole burden for the remainder 
in Arizona and New Mexico, it would be what figure ? 

Dr. Charkson. Roughly three times that. 

Senator Russetn. Is the State putting up anything now? 

Chairman Haypen. The State did not know anything about it until 
it hit us. In California, they put up everything. The State simply 
stepped in on the man that has a warehouse or mill or any place 
that handles any grain and all he lost was the loss of business while 
his business place was fumigated. California could afford that be- 
cause it is a State of 13 million people and has a great agricultural 
industry to protect. Arizona and New Mexico on the other hand, 
which is the next step for this insect invasion of the United States, 
required the proprietors of businesses to stand two-thirds of the ex- 
pense and it has bankrupted them. They simply cannot do it. 

inasmuch as this work is designed to keep the beetle out of the 
entire United States, I think it is only fair that this period between 
now and the first of the year ought to be a period in which this burden 
is relieved. 

ESTIMATED COST OF FRADICATION PROGRAM FOR 1957 


Dr. Cuarkson. Mr. Chairman, we anticipate expenditures for the 
khapra beetle eradication program during the next fiscal year will 
be at about the same level as this year, a ‘total of $ $532,000, which is 
contained in the regular bill. This will take care of the enforcement 
of the Federal quarantine, extensive surveys to determine where the 
pest exists, and the Federal Government’s one-third of the expendi- 
tures for fumigation of warehouses and mills and other infested 
premises. To date there have been 178 sites that have been fumigated 
ind released, and we stil] have 171 under quarantine. 
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QUARANTINE OF FEED LOTS 


Chairman Haypren. Have you extended that quarantine to feed 
lots? What the warehousemen complain of is that they can cleay 
up their premises but the grain is being used in feed lots and in other 
places and the sack brought back or anything else can contain oye 
of these minute beetles and then they are reinfested. 

Dr. —— iN. The regulated areas within the three quarantined 
States, California, Arizona, and New Mexico. apply to any infested 
premise whether feed lot or mill or warehouse. 

Chairman Haypen. I understood that you did not have money to 
carry on to the limit that you want to go. 

Dr. Crarkson. We have been fumigating at distribution points 
first to reduce or get rid of the beetle there, so as to stop the tied 
distribution of the pest. Then we fumigate the feed lots and chick 
yards and places of that kind, and there we do anticipate that we will 
have to bear a larger share of the cost. 


NATURE OF KHAPRA BEETLE 


Senator Russet. Would you mind if the doctor made a brief 
statement of what this beetle is? I thought I was familiar with all 
of the insects, but I must confess that I did not know about this 
khapra beetle. 

Dr. Ciarxson. This is a small beetle that resembles in appearan 
the ordinary carpet beetle. It came in from abroad sometime ie 
the war. It was found first in Tulare C ounty, Calif., in 1953. It is 
judged by our experts to be the worst insect which infests grain and 
other stored products. 

Senator Russeityi. Does it attack the grain just as the carpet beetle 
does ? 

Dr. Crarkson. Here are pictures which show the devastation that 
it causes. 

T have seen it in the warehouses in California in the Imperial 
Valley. Its powers of multiplication are very great. It ruins the 
er ain ina very short time. 

Senator Russeti. Where do we think it came from ? 

Dr. CLArRKsoN. From southeast Asia. 

Senator Russeii. Has it been known in that area for a long time! 

Dr. CLarKson. Yes, sir. 


EFFECTIVENESS OF EXTERMINATION WORK 


Senator Russe. Is your extermination work effective where 11 
applied ? 

Dr. Carxson. Yes, sir. We have had only one case of reinfestation 
and that was one that occurred at the beginning of the program when 
we were feeling our way to determine the best methods to use. Since 
corrections were made in the fumigation system we have had no re- 
currences and we think it is a very effective method. As you notice in 
the pictures, we entirely wrap the buildings with gas-type tarpaulins. 

Senator Russet. Trains and ev erything ? 

Dr. CLarKson. Yes, sir; cars and all. 

Senator ELLENDER. Does it attack mature grain only ? 
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Dr. CLarkson. It attacks stored products which include cotton cake, 
orains of all kinds, cereals of all kinds. 
” Senator ELLENDER. It is not a field pest? 

Dr. CLarkson. No, sir. It is not a field pest. It is a stored-product 
pest, in buildings. We do have infestation on feed lots where the 
pest has been brought in and stored in the granary. 


COOPERATION OF WHAREHOUSEMEN 


Senator ELtenper. What cooperation do you get from privately 
owned warehouses 4 

Dr. CLarkson. We are getting very excellent cooperation, especial- 
ly since the demonstration of the effectiveness of the methods has 
shown that eradication is an achievable goal and since they have seen 
devastation that the insect does to the stored products. 

Chairman Haypen. May I interrupt, Senator Ellender, to say that 
we discussed it before you came in. 

Senator ELLenDer. I wish to say that I am here for only a few 
minutes. I am holding hearings on public works and am short of 
witnesses. We are ahead of schedule, in other words. 


SPREAD OF INFESTATION 


Chairman Haypen. This beetle was discovered in Tulare County, 
Calif., and, when its devastating characteristics were demonstrated, 
it can produce 12 generations a year, the State of California undertook 
to pay all the costs of fumigation so that anyone who owned a ware- 
house in California merely had the difficulty of losing his business for 
the time of the wrap-up, but the State took up two-thirds of the cost 
and the Federal Government, one-third. Then the beetle came to 
Arizona and New Mexico on its way to covering the whole United 
States, because, if this beetle gets into the South and can multiply 12 
times a year, you have a pest. 

Senator EiLenper. What precautions have been taken to confine 
them to Arizona, New Mexico, and California ? 


FEDERAL AND STATE QUARANTINES 


Mir, CLharKson, There is a Federal quarantine on those three States 
and State quarantines on the individual premises. We restrict the 
application of the Federal quarantine to the infested premises in light 
of the State work. 

Senator ExLnenver. Have you sufficient people to see that none of it 
goes through, because I would hate to see that spread, as Senator 
Hayden has pointed out, to areas where we have these huge storage 
facilities for surplus grain. 

Mr. Crarkson. A large percentage of our funds goes for inspection. 
We have made some 40,000 inspections of sites in 32 States since this 
program began. I might point out, Mr. Chairman, that of the total 
of $1.5 million spent to February 1956, in attempting to eradicate 


this pest, $154,000 was spent by industry and $987,000 spent by the 
States. 
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FEDERAL SUPPORT OF ERADICATION 


Chairman Haypen. With my State being a State of less than , 
million people and California with 13 million and with the wealth 
they have and with the great grain business they have compared to 
my State, it struck me that we are asked to bear the brunt of protecting 
the whole of the United States and to pay two-thirds of the cost, ] 
think that more ought to be done. We only had a million dollars fo; 
all this insect infestation for the United States and you asked in your 
budget estimate for $133,000. For this remainder of the fiscal year | 
would like to see it carried on wholly at Federal expense. 


Senator Youne. May I ask a question, Mr. Chairman? 
Chairman Haypen. Yes. 


DIFFICULTY OF ERADICATION 


Senator Youna. Is this insect more difficult to eradicate or control 
than other weevils? 

Dr. CLarkson. Yes, sir; it is. It penetrates the tiniest cracks and. 
as you examine these warehouses, you find that even with concrete 
block or cinder block or even poured concrete walls, wherever there 
is a tiny crack the insect tends to go all the way through, so that t 
only fumigate the interior of grain storages, which has been tried 
numerous times, reduces but does not eradicate the population 
in 3 or 4 months’ time it is back to its original intensity. 

Senator Youne. Are chances of eradic ating it quite slim? 

Dr. Crarkson. We think our chances of eradicating the khapro 
beetle are very good with this system of wrap-up that is illus- 
trated in the pictures. We thoroughly clean and disinfect or use 
insecticides on the premises all around the warehouse, and then wr: ip 
it entirely so that the fumigant gets the outside of the walls as well 
as the inside. That is the significance of this type of fumigation 
which is something new in the industry. 

Senator Young. Is it a type of weevil that would thrive in cold 
weather as well as warm ? 

Dr. CLarKson. As far as we know, it would. 

Senator Porrrer. Will it attack packaged goods? 

Dr. CLARKSON. Yes, , sir; packaged cereal, “for example. 

Chairman Haypen. The cost of that wrap-up is so great that a 
number of those firms out there s say that absolutely every cent of 
profit they can make in a year is wiped out. I think it is an undue 
burden to place upon a small group like that who are trying to pro 
tect the whole United States against a most dangerous insect. That 
is why I am suggesting that we ought to take care of it. We have 
an estimate here. 

Senator Russell ? 


, and 


REINFESTATION 


Senator Russeti. Has there been any reinfestation in California‘ 
Dr. CirarKson. Of the premises that have been treated and fumi- 
gated, we have had only one reinfestation and that was in the very 
Geadanien when we were feeling our way as to how long a fumigant 
had to be maintained and what the strength or intensity of it had 
to be. We have increased the length of time and increased the inten 
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sity of the fumigant, which is methylbromide, and since then we 
have had no further reinfestations. 

Senator Russert. On what do you base your statement that the 

Jim atic conditions apparently have nothing to do with the life of 
thi s beetle ? 

On what is that statement based ? 

Dr, Crarkson. From the knowledge that our . have of the 
habits and characteristics and homel: and of the insect, it apparently 
loes prefer the southern climate to the extent that it wil reproduce 
with more generations per year in the South, but it also is our belief 
that it will live in the northern climates. 

Senator Russetn. You think then that if it were to get into the com- 
mercial corn area, it would probably drop off 5 or 6 generations a year 
bit ead | still be there in sufficient numbers to do great d: amage? 

Dr. CLarkson. Yes, sir: so far we feel very fortunate that it has 

tt gotten into the large Midwest grain areas. 


GYPSY MOTEL CONTROL 


wirman Haypen. The committee has received inquiries concern- 
¢ the « es arged area affected by the gypsy moth. I believe we have 
been making appropriations for gypsy-moth control under regular 
plant and pest control programs conducted in cooperation with the 
states. 
What steps has the Department taken to meet the increased threat 
from this insect ? 
Dr. CLarkson. This pest has infested the New England States 
ind eastern New York for many years. The Department has had a co- 
rative program with the infested States designed to keep down the 
dan age and to prevent spread of the moth, and we have a Federal 
quarantine backed up with State quarantines. There have been oc- 
casional sporadic outbreaks in Pennsylvania, New Jersey, and more 
ently in Michigan. They either have been or are being eradicated 
n cooperation with the States. 

During the past two seasons there has been found a rather exten- 
‘ive and serious increase in the generally infested area extending into 
southeastern New York and northeastern Pennsylvania and New 
Jersey. We have been working with the State officials, the plant pest 
officers, the commissioners of agriculture, and conservation, and the 
Council of State Governments to reevaluate our quarantine and con- 
trol procedures. Within the past 10 days we held a meeting in which 
all of the States were invited to consider the seriousness of the present 
situation. Following that meeting, the Department now has undei 

‘sideration plans to more effectively deal with this outbreak. 

The consensus of opinion is that the spraying of areas with DDT 
will effectively eliminate the pest from any area properly sprayed, 
and there is great urgency from the States to step up both the State 
and Federal effort in an attempt to eradicate this pest once and for all. 

The first thing to be done is to push the gypsy moth infestation 
back into the areas formerly occupied. If that can successfully be 
done, then it would seem to be appropriate to consider total eradication 
in the future. 

Senator Russeii. The gypsy moth is an old acquaintance. We have 
been dealing with it for 12, 15 years, or probably longer than that. 
It is now spreading more rapidly than in the past; is that it? 
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Dr. Cuarkson. Yes, sir. One of the ways in which the moth spreads 
is through the carrying on wind or air c urrents of the small. immature 
larva. They hang in “threads from the trees and the wind currents 

take them up into the air. 

We think that the huricanes of the last few years have been |; argely 
responsible for this additional spread. 

Senator Russet. We have never used any of these contingency 
funds to deal with the gypsy moth; have we? 

I thought that we had a separ ate item in the bill for the gypsy moth, 

Dr. CrarKson. We have in the current appropriations $545,200, 
That is about the sum that we have been using for 10 or 12 years, 

Senator Russeityi. The States have always matched that, or more? 


Dr. Ciarxson. This year they are putting in approximately % 
million. 


Senator Russet. 






















































































That is what I thought. 






LETTER FROM SENATOR BUSH 






Chairman Haypen. I have a letter here from Senator Bush regard- 
ing the matter of the gypsy moth. 


It may be placed in the record. 
(The letter referred to follows :) 











FEBRUARY 24, 1956. 
Hon. Prescott BusH, 


United States Senate, 
Washington 25, D.C. 

DEAR SENATOR Busi: I have your letter of February 16, 1956, regarding gypsy 
moth control. I understand that the Department is reviewing the gypsy-moth 
control program with officials and interested groups in the affected States in 
order to develop program changes needed to cope with the enlarged area affected 
by this pest. 

While the supplemental estimate for the Department of Agriculture does not 
include an increase for gypsy moth, at the time of the hearings on the supple- 
mental appropriation bill the committee will inquire whether the regular funds 
now available are sufficient to provide control in the enlarged area now 
threatened. 

Very sincerely yours, 






























































- ——_——, Chairman 





Signed FEBRUARY 25, 1956. 







UNITED STATES SENATE, 
COMMITTEE ON PUBLIC WORKS, 
February 16, 1950. 








Hon. CARL HAYDEN, 
Committee on Appropriations, 
United States Senate, Washington, D.C. 


Dear SENATOR HAYDEN: The Connecticut Commission on Intergovernmental 
Cooperation, at its quarterly meeting held on January 10, 1956, voted to approve 
the resolution on gypsy-moth control, adopted at the biennial eastern region al 
conference, held in New York City on December 15-16, 1955, asking Congress to 
make an emergency appropriation to help stem the tide of the spread of gypsy 
moths beyond the borders of the States already devastated. 

I hope you will give serious consideration to this matter to be sure that the 
supplemental appropriation request contains an increase in funds for this 
purpose. The matter is a very serious one, which affects my State and other 
States in our section of the country. 

With every good wish, I am 

Sincerely yours, 



















































Prescott BusH, 
United States Senator. 
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GRASSHOPPER INFESTATION 


Chairman Haypen. The next item is the Agricultural Conservation 
Program Service. The House did not cut that, as I understand. 

Senator Youne. Mr. Chairman, I would like to ask a question or 
two about grasshoppers. 

Chairman Haypen. Surely. 

Senator Youn«G. Is the infestation worse than it was a year ago? 

Dr. CLarKson. Yes, sir. The infestation of grasshoppers is con- 
siderably worse than it was a year ago according to the fall and winter 
estimates. AAs you know, Senator, if there are conditions favorable 
to spring hatching, we may get the full force of the potential outbreak. 
If conditions are unfavorable, the outbreaks may be very materially 
reduced by the forces of nature. 

On our outlook maps, we show some 20 million acres of rangeland 
that will potentially be of what we call “outbreak proportions”. 

A large part of that is centered in the Panhandle of Texas and Okla- 
homa and nearby Colorado, New Mexico, and Kansas. 


CONTROL METHODS 


Senator Youne. We have had some serious infestations in more 
recent years but they were not nearly as widespread as they used to be 
yearsago. Is that because of more effective control methods? 

Dr. CiarKkson. In part; yes, sir. The control methods now are 
much more effective than formerly, and areas treated with aldrin, 
one of the new insecticides, generally remain relatively free of the 
hoppers for 4 or 5 years or more. Also, I suppose that the favorable 
climatic conditions have helped to keep down the numbers of hoppers, 
but we do have a considerable buildup this year, as I say, in the South- 
west particularly. 

We have a map here that shows the areas that are potentially in- 
volved. The key in the corner of the map indicates the significance 
of the various color combinations, the red being the very severe, the 
blue severe, and then on down. 


EFFECTIVENESS OF SPRAYING METHODS 


Senator Youne. How much more effective are your spraying meth- 
ods now compared to, say, 15 years ago? 

Dr. CrarKson. I would like to ask Dr. Popham to answer that. 

Dr. Pornam. They are much more effective, Senator. When we 
were using baits some years ago, 75 to 80 percent control in a treated 
area was considered very good. 

Sometimes it would fall as low as 50 percent, depending on weather 
and other factors that would affect the feeding of the hoppers, and so 
forth. 

With the treatments that are now available, it is possible at a cost of 
around 60 to 75 cents an acre to reduce the population to a noneco- 
nomic level. In fact, under favorable spraying conditions, the popu- 
lation can be reduced to a level where very often it would take 4 or 5 
years for the hoppers to show any comeback. 

[ think one of the big factors in your part of the country, Senator, 
has been the extent to which individual farmers have taken care of 
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field margins, and that has had a lot to do with cutting doy 
































wn the pel 
overall popul: ition. That can be done very effectively w ith the Sprays sirab! 
kont are available today. The difficulty, ‘of course, is when iny asion tion 
‘omes from this low value native grass ‘angeland. eommn 
Senator Youne. That is right. bear 
MATCHING FUNDS 
How much contribution do you get in matching funds or contri bu D 
tion in the controlling of infestations from the ‘States and coun ascot 
and local subdivisions ? of } 
Dr. Popuam. Where we have had organize <d control operat ions on nest 
rang velands i in recent years, the Federal partic ipation has been shou he: 
ne-third of the cost. the other two-thirds comi ng from the State and yur 
loeal sources. Hav 
Senator Younc. Do you feel the amount in the bill is sufficient ; of ] 
take care of your needs for this year ? hi 
Dr. Porpnam. Yes, sir. At the time this estimate was made we felt 
it to be adequate. As Dr. Clarkson mentioned a minute ago, what ,} 
happens at hatching time is pretty important. If the rull potential did 
were to develop early, we might find ourselves strained a bit, but we 
still think that the estimate is realistic. Y 
Senator Youne. If it were cut, say, 25 percent, what would th 
to your program! I am not suggesting a cut. I would just like to 
have the answer in case someone else suggests it. 
Dr. Pornam. Of course, we are set up now to furnish survey infor ni 
ation and technical assistance in organizing control work. Any 
limitation or reduction would be reflected in the extent. to which the 
Federal Government would participate in the actual control work w 
Senator Younc. Would it be serious ? I 





Dr. Pornam. It would be serious; yes, sir. 





MORMON CRICKET 











Senator —— What has happened to the Mormon cricket! 
He used to be here. Have you eliminated the Mormon cricket 
lid he die a natural death ? 

Dr. Crarkson. We still have him. We have some small areas that 
vill need to be treated this year. I do not recall the amount of 
money, but it is very small and is available from this same appropria- 
vion. 










BOLL WEEVIL 








Senator Russrtn. I new that it was in this fund. Do you make 
any survey to apprize the cotton producers of the potential danger 
from the boll weevil ? 

Dr. CLarkson. We have an economic insect survey that we publi ish 
at regular intervals. Gabon ition is gathered from all of the States, 
from the Extension Service, and other sources generally associated 
with the agricultural colleges that report the insect conditions, and 
we get out this report each week and send it back to all the States 
It serves as a warning by catching the first indication of damaging 
infestations. 
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Senator Russetn. Why has the Department never thought it de- 
jrable to make any Federal contribution to the control or extermina- 
ion of the boll weevil? It does great damage to a great farm 
conmodity. All of the control is left to the producer. He has to 
bear 100 percent of the burden and has all the work, too. 


BASIS FOR CONTROL PROGRAMS 


Dr. Cuarkson. The pest programs in which the Department is 
issociated on a control or eradication basis have in them elements 
of protecting areas that are not now infested and to which the 
nest nay move, as is illustrated in the Khapra beetle situation and in 
the erasshopper program. If grasshoppers are not controlled at their 
source, great flights can migrate long distances to other areas that 
have no way of protecting themselves except through the assistance 
f public agencies, so that generally our participation is based on the 
heory of protecting one State against infestation from other areas. 

enator Russert. Well, the boll weevil came in through Texas and 
spread from there to California and to the southern tip of Virginia; 
did it not? 
Dr. CLarkson. Yes, sir. It was an introduced pest. I am unable 
tocomment on what the participation or attitude of the Department 
at that time. We do have Federal quarantines and Federal par- 
tion to the extent of a little over a million dollars a year, as you 
ecall, to cope with the pink bollworm situation, which also was an 
ntroduced pest. 

Senator Russet. That program has been very helpful. 

[ was wondering about the boll weevil because it has spread over the 
whole Cotton Belt and had done so before I ever came to Congress. 
I often wondered why there was never any campaign directed at it. 

Dr. CiarKson. If it were in its incipient stage of spreading, I am 
sure that the Department would take a different attitude toward it. 

Senator Russeiu. But after it spreads and gets everywhere, then 
you feel that the Department has no responsibility for a cooperative 
ampaign to eliminate it? 

Dr. CLarKson. It is a continuing control program which we then 
feel is the responsibility of the owners and local people, as with the 
multitude of other crop pests. 

Senator Russeitn. Are there many others that cause as much damage 
dollarwise as the boll weevil ? 

Dr. Crarkson. Well, the ordinary insect pests, the aphids, for ex- 
imple, that affect a great many crops, cause many millions of dollars’ 
worth of damage every year. 

[ am unable to say right now how the dollar values would corre- 
spond to that caused by the boll weevil. We now have what we call 
a spotted alfalfa aphid that is spread over 14 States of the West which 
s reducing alfalfa production very considerably and also reducing 
the value of the product, but there again it has become so widespread 
that there is little hope of being able to protect one area against the 
other, and the Department has felt it was not an appropriate area 
in which to put control funds. 

sone Russetu. You have the grasshopper control pretty wide- 
spread. 
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Chairman Haypen. If you hear my alfalfa growers complain about 
that aphid, you will understand. 

Dr. Cuarkson. We have some alfalfa varieties which have resist. 
ance to the spotted alfalfa aphid that are now available for some 
areas. They are not available for the extremely hot weather areac of 
the Imperial Valley. 

Senator Russrty. This map would indicate that the grasshopper 
is widely dispersed over a greater area than the boll weevil. 

Dr. Ctarkson. In the croplands we do not spend Federal money fo; 
control of grasshoppers. Federal funds are spent on range areas oy 
the theory that the grasshopper does build up to large numbers jy 
those areas and is subject to migration to croplands or to other range 
areas where there is more feed. In the grasshopper situation where 
the insect infests the entire United States, we participate only in that 
area where it does seem to the Department that States need some nro. 
tection from heavy infestations from other areas. Also the Federal 
Government has responsibility for controlling the pest on the large 
areas of rangelands which are federally owned. 

Senator Russeti. You have at times past furnished part of the cost 
of poison for killing these grasshoppers, have you not? 

Dr. Ciarkson. Years back the Department did furnish some for 
croplands; but for about 10 years we have not. 

We have restricted it to rangeland. We give advice and counsel for 
control on other areas. 
















































































Senator Russeii. I am always in favor of grasshopper control, but 


it seems to me to be almost a distinction without a difference in dealing 
with the boll weevil. 










AGRICULTURAL CONSERVATION PROGRAM SERVICE 





PREPARED STATEMENTS 





AND JUSTIFICATION 






Chairman Haypen. The “Agricultural Conservation Program 
Service” is next. That was fully allowed by the House. I will place 
the statement of Mr. Ritchie and the justification in the record. 

(The statement and justification referred to follow :) 




















STATEMENT OF FRED G. RitcHir, DEPUTY ADMINISTRATOR, AGRICULTURAL Con- 
SERVATION PROGRAM SERVICE, UNITED STATES DEPARTMENT OF AGRICULTURE 





AGRICULTURAL CONSERVATION PROGRAM SERVICE 


Mr. Chairman and members of the committee, I am glad to have this oppor- 
tunity to appear here today to discuss with you the request of the Department to 
extend the availability of certain unused balances, and to broaden the authoriza- 
tion for which such funds may be used. The unused balances are those from 
the emergency fund authorized by the Congress last year in the Supplemental 
Appropriation Act, 1956, for emergency wind erosion control measures in the 
Dust Bowl area. That act increased the $15 million emergency fund authorized 
in the Third Supplemental Appropriation Act of 1954, by $5 million, making a 
total of $20 million available for the two emergency programs—1954 and 199565. 
Not all of those funds were required but they were available for use only through 
December 31, 1955. 

Emergency assistance is again needed to help farmers rehabilitate their farm- 
lands which were damaged by natural disasters. Three types of disasters have 
caused damages to farmlands, the rehabilitation of which we believe warrants 
Federal cost-sharing assistance: (1) Last summer two severe hurricanes, Connie 
and Diane, and disastrous floods accompanying them caused extensive damage 
to farmlands in several of the eastern seaboard States, (2) this winter unprece- 
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dented floods in the States of California, Oregon, and Nevada caused very severe 
damage to farmlands—somewhat similar to that resulting from the hurricane 
damage in the East, and (3) again this year there are severe wind erosion condi- 
tions in the Dust Bowl area which require emergency protective measures to be 
applied to the land. We are asking the Congress to make available the unused 
balances from the $20 million emergency funds already appropriated, and to 
authorize their use for these three purposes. 

{mount of funds which will be made availiable 


It is probable that the unused balances from the emergency fund which would 
be the amount made available under the proposed language, will be about $5.5 
million. This is made up of (1) $2.9 million of the special emergency funds 
which it was not necessary to allot to States to meet their requirements under 
the 1954 or 1955 emergency programs, (2) $1.6 million of such fund which was 
allotted to States but which they did not have to use to meet farmers’ requests, 
and (3) an estimated $1 million of practice approvals which were charged to 
the emergency fund last year but which can now be transferred to the regular 
agricultural conservation program. 


Use of funds made available under the supplemental appropriation 


The estimated total of $5.5 million which will be available under this proposal 
will be used approximately as follows: (1) A little over one-half million dollars in 
the eastern seaboard States for restoration of framlands damages by hurricanes, 
(2) about $1.6 million in the States of California, Oregon, and Nevada for restora- 
tion of farmlands damaged by floods, and (3) about $3.4 million in the Great 
Plains area for emergency wind erosion control measures. About $1 million of 
this latter amount is contingent on making the transfers as estimated above. 

The amounts mentioned above for the three uses include some funds already 
advanced from the President’s disaster relief fund for these purposes. Conse- 
quently, we propose to use a part of the funds authorized by the requested lan- 
guage to repay the President’s disaster relief fund for the advances made to the 
Department last fall and earlier this year. Amounts which will be available 
under this request in excess of that needed to repay the President’s disaster relief 
fund will likely be needed for emergency wind erosion control measures in the 
Dust Bowl area, with relatively small additional amounts required in the eastern 
seaboard States for restoration of hurricane damage. 

The second supplemental appropriation bill, 1956, as reported by the House 
Appropriations Committee, includes this provision as proposed in the estimate. 


DEPARTMENT OF AGRICULTURE 
AGRICULTURAL CONSERVATION PROGRAM SERVIC} 
(H. Doe. 330) 

Agricultural conservation program 


PROPOSED LANGUAGE 


“The unobligated balance of the amount made available under this head in 
the Supplemental Appropriation Act, 1956, shall, subject to the same conditions, 
remain available until December 31, 1956, for the same purposes, for emergency 
measures to restore farm lands damaged by hurricanes and excessive floods, and 
for reimbursement to the appropriation to the President for “Disaster relief” 
for allocations to the Secretary of Agriculture for such purposes.” 


JUSTIFICATION OF LANGUAGE 


The proposed language of the supplemental would permit the use of funds 
which would be made available herein: 

1. To provide assistance until December 31, 1956, for emergency measures to 
restore farm lands damaged by floods and hurricanes, including reimbursement 
to the President’s Disaster Relief Appropriation for allocations to the Secretary 
of Agriculture for such purposes. 

~. To provide assistance until December 31, 1956, for emergency wind erosion 
control measures. 

The need for additional funds for emergency measures has become evident 
since passage of the regular Appropriation Act of 1956. The privision making 
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the unobligated balance of funds appropriated for the 1954 and 1955 ey, 
wind edosion control programs available until December 31, 1956, is ne. 
for the above purposes. 


PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


Hurricane damage restoration.—The two severe hurricanes in the summer 
1955, Connie and Diane, caused substantial damage to farmlands in sever: 
the eastern seaboard States—Connecticut, Maryland, Massachusetts, New Jergey 
New York, North (Carolina, Pennslyvania, Rhode Island, and Virginia 

The hurricanes ieft much of the land in extremely critical condition unt 
for agricultural purposes. In some areas farmiand was inundated by gq) 
water which left it in a saline condition; a considerable amount of siltatio, 
and deposits of debris, rocks, gravel, sand, ete., occurred on other land: in me 
piaces extensive washing and erosion occurred. 

Because of the widesprezd conditions and the intense degree of damia 
uecessary to take immediate measures to restore and protect the lan 
The regular agricultural conservation program which provides cost-s! 
assistance to individual farmers for carrying out conservation measures 
adjusted to provide as much assistance as possible. Due to the magnitud 
problem funds under the regular program were not sufficient to full 
requirements. It was necessary, therefore, to obtain $500,000 from thi 
dent's disaster relief fund to supplement t 
rogram funds, and in a limited number of cases where warranted, t 


ayments in exces f » $1,500 limitation which is applicable to the 


he regular agricultural © hservat 


estoration of farmlands ii California, 3 wida, and Oregon 
floods During the winter of 1855-56 unprecedented rains caused 
floods in certain parts of California, Nevada, and Oregon. Farmilands we 
aged very severely from these floods. Much of the damage wus similar 
to that caused on the eastern seaboard last summer by hurricanes ar 
floods. In the coastal counties of California and Oregon the drainage of \ 
into the sea was seriously impeded by unprecedented tides ranging from 10 t 
feet. This caused backwater to accumulate over a much wider area than is nor- 
mal. After the tides receded, debris clogged tide gates causing the tidewater t 
be trapped inland. The chief land damage in these situations results from depos 
its of sand, gravel, silt, and other debris. 

In the inland areas much damage was caused from failure of dikes, resulting 
in the flooding of lowland adjacent to rivers. When this occurred serious erosioi 
resulted as well as deposits of silt, gravel, and various kinds of debris. Where 
economically feasible this debris will need to be removed and the land releveled 
Floodwaters also caused severe damages to diversion dams, headgates, and dis- 
tribution ditches in several irrigated areas. 

The 1956 agricultural conservation program is being used to the fulles 
possible to assist farmers in restoring their farm iands. There is need, ho 
for some additional funds in these States. In some cases the damage suffer 
by individual farms was so great that financial assistance under the ag 
conservation program is needed in excess of the 41,500 limitation whi 
to regular program funds. 

Emergency wind crosion control measures for 1956.—A report prepared 
the Soil Conservation Service with respect to land conditions in the Great 
Plains States indicates that land in condition to blow, on January 1, 195 
creates a potential problem of about the same magnitude as existed January | 
1955. Poor moisture conditions, lack of adequate ground cover and adequate 
soil structure indicate a serious danger of wind erosion this spring. Renrese 
tives of the ASC State committees from the Great Plains States have reco 
mended that action be taken so that funds will be available immediately f 
assistance on wind erosion control measures if the need arises. Regular progria 
funds would be to the extent that they are available but they would nof 
sufficient to cope with the potential problem. 


} 
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oliowing schedule reflects the estimated amounts which would be made 
le by this recommended provision : 


lable for 1954 and 1955 emergency wind erosion control programs: 
hird Supplemental Appropriation Act, 1954 ____ $15, 000, 000 
Supplemental Appropriation Act, 1956 a », 000, OO 


an Sa act ahs tees ie 20, 060, G00 
ations for 1954 emergency wind erosion control program —T, 717, 000 
vations for 1955 emergency wind erosion control program —9, 343, 600 
iobligated balance as of December 31, 1955__ 39, 400 
jmated additional available funds : 
istimated amount currently allocated but not earned under 
the 1955 wind erosion control program 
P ossible additional amount which can be made available by 
ransferring to the regular ACP program charges for prac- 
tices eligible under that program but presently charged 
to the 1955 wind erosion control program 71, 000, 000 


Total estimated available ae , 499, 680 


sed use of estimated available funds: 
to President’s disaster relief fund for alloca- 
ns for assistance in hurricane-damaged areas______~_ 
storation of farmlands in California, Nevada, and Oregon 
amaged by floods_____-~- os . 069, 500 


DUO, VOU 


wind erosion control “work in 1956. eae 


me parts of the wind erosion area charges were made last year d 
1d erosion funds for practices which were eligible and would have Soeios appr l 


ie regular ACP if all funds had not been committed. Since some of the regular vAC P com- 
nitments were not earned, regular funds are now available to pay for emergency wind 
erosion control practices which would have been eligible under the regular prog ram. 
Charges for such practices are now being transferred to the regular program. The exact 
imount of transfers which can be made is not known, but it seems likely that about $1 
mill may be shifted. It is hoped that weather conditions in the spring of 1956 will b 


it the amount which would become available under this proposal will be sufficient 
be le for the minimum needs for an emergency wind erosion-control program. 


Farmers’ Home ADMINISTRATION 


STATEMENTS OF KENNETH L. SCOTT, DIRECTOR, AGRICULTURAL 
CREDIT SERVICES; ROBERT B. McLEAISH, ADMINISTRATOR, 
FARMERS’ HOME ADMINISTRATION; HENRY C. SMITH, DEPUTY 
ADMINISTRATOR, FARMERS’ HOME ADMINISTRATION ; CHARLES 
C. BARNARD, DIRECTOR, BUDGET AND STATISTICS DIVISION, 
FARMERS’ HOME ADMINISTRATION; AND JOSEPH C. WHEELER, 
DIRECTOR OF FINANCE AND BUDGET OFFICER, DEPARTMENT 
OF AGRICULTURE 


HOUSE ACTION 


Chairman Haypen. We come to the Farmers’ Home Administra- 
tion. Who is going to discuss that? 

Mr .WureLer. Mr. Scott, the Director of the Agricultural Credit 
Services, and Mr. McLeaish, the Administrator of the Farmers’ Home 
Administration and his associates will discuss that, Mr. Chairman. 

Chairman Haypen. The House did not allow the budget estimate. 

_ Mr. Wueecer. For the loan authorization of $5 million for title V 
‘oans under the Housing Act, the House allowed the budget estimate, 
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but for salaries and expenses the House allowed only $1,350,000 oy; 
of the $1,620,000 requested. Mr. Scott’s brief statement. will 


4 . Cover 
that. Should Mr. Scott proceed ? 


HOUSE REPORT 


Chairman Haypen. The House report said: 


The committee recommends the full budget estimate of $5 million for farp 
housing loans, in 1956. The amount recommended will provide funds for aboyt 
830 loans at an average of around $6,000 each. 

In recent years, the Department has attempted to meet farm housing heeds 
through farm ownership loans authorized by title I of the Bankhead-Jones Farp 
Tenant Act. However, there are many farm owners who cannot qualify for 
farm ownership loans, whose buildings are in need of repair and improvement 
and who are unable to secure credit from other sources. 

it should be noted that these funds will be available only for the balance of 
the present fiscal year. 

Salaries and expenses.—The sum of $1,350,000 is included to meet pay in. 
creases provided during the last session of Congress. 


JUSTIFICATION 


The justification may be placed in the record. 
(The justification referred to follows:) 


DEPARTMENT OF AGRICULTURE 
i ARMERS’ HOME ADMINISTRATION 
(H. Doc. 330) 
Loans, Farmers’ Iiome Administration, 1956 


Request for fiscal year 1956 ; : $5, 000, 000 
Loan authorizations to date 168, 000, 000 


PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


The supplemental loan authorization is needed to implement the extension of 
authority for farm housing loans under title V of the Housing Act of 1949 con- 
tained in Public Law 345, approved August 11, 1955. There are no funds now 
available for loans under the amentied act. Some loans are being made and 
insured in 1956 for farm housing and other farm building purposes under the 
authority of title I of the Bankhead-Jones Farm Tenant Act, as amended. 
Loans under this authority, however, are limited to owners of economic family- 
size farm management units and may not be made to owners of farms larger or 
smaller than family-size farms. The estimate of $5 million is intended to 
provide loan funds during a portion of 1956 fiscal year to applicants whose 
farms need housing and other building improvements and who are not eligible 
for loans under the authorities contained in title I of the Bankhead-Jones 
Farm Tenant Act. 


LANGUAGE 
“Loan authorizations 


“Kor loans under title V of the Housing Act of 19 19, as amended, $5,000,000, 
to remain available until expended: Provided, That not to exceed the foregoing 
amount shall be borrowed from the Secretary of the Treasury in the manner 
authorized under this heading in the Department of Agriculture Appropriation 
Act, 1952.” 

EXPLANATION OF LANGUAGE 


Public Law 345, approved August 11, 1955, amended title V of the Housing 
Act of 1949 to extend the authority to borrow from the Secretary of the Treasury 
for farm housing loans 1 additional year through the fiscal year 1956. The 
proposed language would provide $5 million for farm housing loans in 16, 
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which amount would be available until expended in accordance with the terms 
of the act. 


Justification for supplemental estimate, fiscal year 1956, for loan authorizations 


Supplemental Revised 


authoriza- | estimate, 
| 


| Authoriza- 
tion, 1956 
| 


tion, 1956 1°56 


Loan autherizations: See | $5, 000, 000 $5, 000, 000 


The authority for loans under title V of the Housing Act of 1949, as amended, 
orginally expired on June 30, 1953. The act was extended through June 30, 
1954, and $16,500,000 was authorized for loans in that year. The act was 
again extended in the 83d Congress, 2d session, through June 30, 1955, but no 
funds for loans became available. The estimate of $5 million for 1956 repre- 
sents the amount of loans which can reasonably be made after the funds are 
made available late in the fiscal year. 

The existing authorities under title I of the Bankhead-Jones Farm Tenant 
Act for direct and insured loans are adequate to meet the needs of owners of 
family-type farms seeking assistance to improve their dwellings and other farm 
buildings. Farm ownership loans made under this authority may be made for 
the same purposes as farm housing loans under title V of the Housing Act of 
1949. However, farm ownership loans may not be made on farms larger or 
smaller than economic family-type farm units. For this reason, farm housing 
loans are necessary to assist those individuals who cannot be assisted by farm 
ownership loans. The experience of the Farmers’ Home Administration indi- 
cates that there is a substantial number of farm owners who cannot qualify for 
farm ownership loans, whose buildings are in need of improvement, and who 
are unable to secure credit from other sources to make such improvements. 

Applications are being received daily from individuals in need of building 
improvements who cannot qualify for farm ownership loans. Many of these 
applicants are low-income farmers, residing on less than adequate sized farms, 
who are able to pay for decent and sanitary housing through long-term loans 
but who cannot meet the annual payments required by relatively short-term 
loans when available through conventional lenders. Other applicants include 
owners of small tracts of land, particularly ranchers, who round out their 
full-time farming operations with leased land. These individuals cannot be 
assisted with farm ownership loans because their individual farms are not in 
themselves large enough to constitute a family-type farm unit. In addition, 
applications are received from owners of larger than family-type farm units 
who are unable to secure credit from other sources on terms which they can 
reasonably be expected to repay. Often these farms are already mortgaged 
to such an extent that the owners equity is insufficient to qualify for conventional 
credit. 

The widespread need that exists for better housing on farms is illustrated 
by the 1950 census of housing which shows that almost 20 percent of the farm 
homes are in such dilapidated condition that they need major repair or else 
need to be replaced. In contrast, less than 7 percent of the urban homes were 
classified as dilapidated. Of the 23,331,483 persons living in 5,721,022 occupied 
farm homes, many were overcrowded. Further evidence of the extensive need 
of improving housing facilities on farms is included in a recent report on the 
structural level and condition of farmhouses. This report shows that in 1950, 
36 percent of the Nation’s farmhouses were rated low, 25 percent were rated 
intermediate and 39 percent were rated high. 

It is anticipated that about 830 loans can be made with the estimate of $5 
million. This is an average of about $6,000 and is based on previous experience. 
There will be no delay in launching the loan program when funds become avail- 
able. Complete procedures heretofore prepared will be used to make these 
loans. 

The repayment record on farm housing loans has been very good. As of 
January 31, 1955, the average borrower owing a balance had paid 106 percent 
of the cumulative amount fallen due. Of the total of 18,919 borrowers receiv- 
ing farm housing loans, 2,276 had paid their loans in full. 


74919—56——-3 
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DEPARTMENT OF AGRICULTURE 
FARMERS’ HoME ADMINISTRATION 
(H. Doc. No. 330) 
Salaries and Expenses, Farmers’ Home Administration, 1956 


Request for fiscal year 1956 $1, 620, 000 
Appropriation to date >=4, 850, 000 
Obligations to Dec. 31, 1955 » 207, 779 
Expenditures to Dec. 31, 1955 $11, 857. 205 
Budget estimate next fiscal year $26, 405, 000 
Employment: 

Average number, 1956 appropriation 4, 965 

Average number involved this estimate 29 

Actual employment Dec. 31, 1955 9, 508 


PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


The supplemental funds for salaries and expenses are for two purposes: (1) 
Additional funds are needed to make and service the farm housing loans included 
in the supplemental loan authorization estimate. It will be necessary to increase 
the numbers of employees in some of the offices of the Farmers’ Home Admip. 
istration in order to process applications, approve loans, and perform appraisal 
and engineering services in connection with the loans. (2) The sum of $1,470.00 
is needed to provide for pay increase costs for personnel being employed with 
funds contained in the regular Appropriation Act for 1956. 


LANGUAGE 
“Salaries and expenses 


“For an additional amount for ‘Salaries and expenses’, $1,620,000.” 
EXPLANATION OF LANGUAGE 


The language for “Salaries and expenses” would provide an additional sum of 
$1,620,000 to be added to the amount contained in the Department of Agriculture 
and Farm Credit Administration Appropriation Act, 1956. This amount includes 
$150,000 for administrative expenses in connection with the additional $5 million 
estimate for farm housing loans under title V of the Housing Act of 1949, and 
$1,470,000 representing increased pay costs. 


Justification for supplemental estimate, fiscal year 1956, for salaries and expenses 


Appropria- |Supplemental, Estimate, 
tion, 1956 estimate, 1956 1956 


Salaries and expenses: Administration of direct and insured 
loan programs ------- aiisbameiatl ee ----.-----| $24,850,000 | $1, 620, 000 $26, 470, 0) 


An estimate of $1,620,000 for salaries and expenses is composed of the follow- 
ing amounts: 

An increase of $150,000 for salaries and expenses to make and service, during 
the first year, the 830 farm housing loans to be made with the loan authorization 
of $5 million.—The additional funds for salaries and expenses will be used pri- 
cipally in county offices. Only two individuals are proposed to be employed in 
the national office to strengthen the staff of the Loan Division responsible for 
making and servicing loans. At least $6,000 will be needed to pay county com- 
mitteemen for the additional meetings held in connection with this activity. A 
total of about $139,000 will be used to strengthen the county staffs in those 
areas of the country where this added volume cannot be absorbed by the existing 
county offices and county office staffs, and for use in securing additional engi- 
neering services aS may prove necessary. 

The actual assignment of county supervisors and county clerks to be em- 
ployed with these funds will be in those offices where the present staff is not 
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cufficient to handle the added workload. Previous experience with this program 
will be used to identify those offices and the added personnel will be recruited 
promptly to avoid any delay in loan making. 

The Farmers Home Administration has recently adopted a new plan for super- 
vision of county offices which will permit the absorption of all of the costs of 
appraisal work in connection with the &30 loans proposed. The new position of 
area supervisor, in place of the previous State field representative position, com- 
pines the real-estate appraisal function with the function of supervision of per- 
sonnel and activities in county offices. The close proximity of incumbents of 
these positions to the farms to be appraised and their familiarity with local 
conditions permits very prompt appraisals to be made. 

Farm housing loan borrowers will be required to secure their own construc- 
tion plans and engineering services. The Farmers’ Home Administration will 
need the services of engineers only as necessary to provide technical advice in 
connection With loan approval to assure the soundness of the plans and cost 
estimates and conformity to acceptable construction standards. The existing 
staff of engineers now being utilized for work on farm ownership and soil and 
water conservation loans would not be large enough to adequately service a 
farm housing loan program extending throughout the entire year, and may not 
be large enough to absorb the added work in connection with farm housing 
loans even for the portion of the year anticipated in these estimates. For this 
reason, some additional engineers may have to be secured to complete the 
engineering aspects of the 830 loans. 

An increase of $1,470,000 for pay increase costs not provided for in the regular 
appropriation for 1956.—This amount is needed in order to retain sufficient 
employees to properly service the loan making and servicing workload in 1956. 
The Farmers’ Home Administration will service a workload in 1956 which is 
about 15 percent greater than the workload for 1955. A substantial portion 
of this increased workload is already being absorbed in the appropriation cur- 
rently available. Any further absorption would increase the average workload 
per employee beyond the point where adequate attention could be given to the 
loan making and servicing. 

There is no possibility of absorbing in 1956 any of the increased pay costs 
without reducing necessary expenses below the current obligation levels. An 
analysis of actual payrolls and other obligations during January 1956, indi- 
cates the entire estimate of $1,470,000 will be needed and that no significant 
savings will develop which will permit the absorption of any of this amount. 


RESTORATION REQUESTED 


Chairman Haypen. What was the cut ? 

Mr. Wneeter. Mr. Chairman, the amount requested for pay act 
costs is $1,470,000 which was reduced by $120,000. In addition, we 
had requested $150,000 of salaries and expense money to administer 
the $5 million loan program which is carried in the bill. That was 
eliminated by the House altogether, so that in total they reduced the 
item by $270,000. We are requesting restoration of that amount. 

_ The House approved the increased loan money of $5 million, and 
$150,000 is needed for the personnel and service to administer that. 

As for the $120,000 cut in funds to meet pay-act costs, that too is 
needed. It was brought out earlier that a reduction of that size this 
late in the fiscal year would be extremely difficult to absorb without 
damaging the services out at the field level that are necessary to 
make all of these loans. 

Mr. Scott or Mr. McLeaish could pursue this further. If you wish. 

Senator Russet. If it is agreeable with the committee, I would 
suggest that Mr. Scott’s prepared statement be presented in the record, 
inless you wish him to read it. 
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PREPARED STATEMENT 


Chairman Haypen. He may do that and highlight it 
(The statement referred to follows :) 


FARMERS’ HOME ADMINISTRATION 
STATEMENT OF KENNETH L. Scort, Director, AGRICULTURAL Crepiv Servi ks 


Mr. Chairman and gentlemen of the committee, the supplemental estimate 
before you is $5 million for farm housing loans under the authority of title 
V of the Housing Act of 1949, and $1,620,000 for salaries and expenses of which 
$150,000 is in connection with these loans and $1,470,000 is for pay-act costs 

Title V of the Housing Act of 1949 became law on July 15, 1949. The original 
act authorized a program of 4 years through fiscal year 1953. The authority was 
extended on July 14, 1952, for 1 additional year through June 30, 1954. Thp 
Farmers’ Home Administration had loan funds available for each of these firy 
5 years amounting to a total of about $98,500,000. The authority was sulce 
quently extended for the 1955 fiscal year, but no funds became available fo 
loans. The last extension was on August 11, 1955, when the act was extended 
to cover the 1956 fiscal year. There is no statutory provision for appropriati 
after June 30, 1956. 

The latest extension was approved too late to permit the submission of 4 ye 
quest for funds during the first session of this Congress. The supplemental es} 
mates before you are intended to provide funds during the balance of the 
1956 fiscal year, and are in reduced amounts in recognition of the late subinissi 
of the estimates. 

During the fiscal year 1955, and currently during the 1956 fiscal year, we have 
been utilizing the authorities contained in title I of the Bankhead-Jones Farm 
Tenant Act, as amended, to make farm ownership loans to applicants whose 
needs include the improvement of farmhouses and other farm buildings. Most 
all of the loans under this authority include some building improvements and 
many of the loans are for building improvements only. Farm ownership loans, 
however, are limited to owners of economic family-type farm management units, 
Loans may not be made on farms which are larger or smaller than family-type 
units. 

The Farmers’ Home Administration continues to receive applications for 
building improvement loans which cannot be processed under the authorities 
of title I of the Bankhead-Jones Farm Tenant Act, but could be processed as 
farm housing loans under title V of the Housing Act of 1949. A typical example 
is a rancher residing on a small tract of land, which in itself is not an economic 
family-type farm management unit, who rents rangeland to round out his ranch- 
ing operations. This applicant cannot qualify under title I of the Bankhead- 
Jones Farm Tenant Act. Another example is an owner-operator in the South 
who resides on a farm of less than family size from which he secures a sub- 
stantial portion of his income, but depends to some extent on off-farm employ- 
ment. This applicant could be assisted with a farm housing loan, but could not 
qualify for a farm ownership loan under the Bankhead-Jones Farm Tenant Act 
It is these types of applicants which would be assisted with the loan funds con- 
tained in this estimate. Applications were received in numbers considerably in 
excess of loans that could be made during each of the 5 years when farm housing 
loan funds were available, and we expect that there will be no delay in making 
loans with the funds included in this estimate. The amount of $5 million is 
sufficient for about 830 loans. 

The repayment record of borrowers receiving farm housing loans has beet 
very good. As of December 31, 1955, there had been realized losses of only 
$3,710. As of January 31, 1956, the average borrower owing a balance had paid 
105 percent of the cumulative amount which had fallen due on his loan. 

The estimate of $150,000 for salaries and expenses will be used generally to 
provide engineering assistance to check construction estimates and standards, 
and to secure additional assistance in some of the county offices where the present 
staff is not large enough to take on the added work. It is expected that, be 
cause of the late receipt of these funds, temporary and w. a. e. employees will le 
used whenever possible. The estimate of $1,470,000 for pay act costs in the same 
amount as included in the 1956 column of the 1957 budget estimates. There 
is only a small amount of absorption included in this figure. The workload 
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currently being serviced by the Farmers’ Home Administration is such that we 
-annot absorb any additional amounts without jeopardizing the collection and 
servicing of the loans outstanding. 

The House committee bill does not include the amount of $150,000 for salaries 
and expenses needed in connection with making the farm housing loans. We 
believe this amount is necessary particularly in securing essential engineering 
services and some additions to the county office staffs. The Farmers’ Home 
Administration does not now have adequate engineering assistance to permit 
prompt handling of loan applications. Our engineers do not draw construction 
plans for applicants and do not assist with construction work. Their function 
is to determine that the construction plans of the applicant are sound and con- 
form to minimum standards required by the statute. They also assist in esti- 
mating the amount of loan required and in necessary inspection work. The 
Farmers’ Home Administration has 12 State offices which have no technical 
engineering assistance. The engineers would be attached to such of these offices 
as require the additional help. If funds for engineers are not made available 
it would result in a considerable delay in processing applications as a backlog 
would soon develop. The balance of the $150,000 was principally for use in 
county offices to add temporary and w. a. e. assistance where needed to process 
the loan applications. 

The House committee bill includes $1,350,000 for 1956 pay act costs, a reduc- 
tion of $120,000 below the budget estimate. We have reviewed again within 
the last few days the need for the entire estimate of $1,470,000, and it appears 
that the entire amount will be needed. The Farmers’ Home Administration ‘is 
currently confronted with a very heavy demand for loans, and it is essential that 
we have sufficient employees available in county offices to properly handle this 
heavy demand. The Farmers’ Home Administration has, since 1953, reduced 
its appropriations for salaries and expenses over 15 percent, and is now operat- 
ing with a minimum staff at all levels. Any further reduction, particularly 
coming so late in the fiscal year, will be difficult to absorb. 

I hope the committee will restore the entire reduction of $270,000. 


HOUSING LOAN PROGRAM 


Senator Russriy. This is the loan program which has a new phase to 
a certain extent, in these housing loans; is that correct ? 

Mr. Scotr. Yes, Mr. Chairman. 

Senator Russeit. As to this $1,620,000 that was in your original 
supplemental estimate, what part of that was to handle this new 
program 4 

Mr. Scorr. $150,000, Senator. That is partially to provide essen- 
tial engineering services. Under this statute, we have a responsi- 
bility to determine that minimum standards of construction are com- 
plied with as contemplated by this authorization, and it is mainly to 
provide the essential engineering services that this $150,000 is needed. 

Senator Russett. The engineers are important to see that the inter- 
ests of the Government and its investment in these loans are protected 
and that the house is properly built; is that right ? 

Mr. Scorr. That is right, and also to see, of course, that these bor- 
rowers get efficient units. It is a sort of dual service, but it certainly 
does, as you point out, safeguard the loans made by the Government. 


PAY INCREASE COSTS * 


Senator Russetz. Of this increase, $1,470,000, according to the 
statement, is the pay increase cost not provided for in the regular 
appropriation. Does that contemplate the hiring of new employees ? 

Mr, Scorr. No; that is just to take care of the pay increases. 

Senator Russeii. All of that is the pay increase voted by the Con- 


gress last year, over which you have no control, of course, as Admin- 
Istrator ¢ 
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Mr. Scorr. That is right; yes, sir. I might point out that this $199. 

000, it is true, is a small part of the entire sum, but the Farmers’ Hone 
Administration since 1953 has reduced its cost of personnel about 1; 
percent. They have made a number of careful surveys and improved 
the efficiency of their operations. At the same time that this reduc ‘tion 
has been taking place their volume of work was stepped up and righ; 

now it is ata high peak, as you know. A cut of this kind would hp 
serious. Many of the offices are loaded to the point that there is q 
delay that we regret in the handling of some of the applications, hy 
this cut would further aggravate the orderly and effective handling 
of new applications and the proper servicing of the loans that we have. 


PERCENTAGE OF PERSONNEL REDUCTION 


Senator Russeitt. Do you mean to say that you have only cut your 
personnel figures 15 percent ? 

Mr. Scorr. The total. 

Senator Russeti. Iam amazed at that. It is just a skeleton organ. 
ization in many counties of my State. I was sure that the total 
reduction of personnel must have been more than 15 percent or at 
least it was in the areas of which I have some personal knowledge. 

Mr. Scorr. This was an overall figure, a 15-percent reduction 
appropriation for salaries. 

Senator Russeii. I thought that you had reduced your personnel 
too much in some areas to administer properly the program. 

Senator Youne. Have you not added some personnel in the last 
year or so? 

Mr. Wueerter. There have been some increases this year and last. 

Chairman Haypen. Are there any more questions? 

Senator Youne. I ‘would like to say, Mr. Chairman, that I think 
this Department is well operated, at least it is in my area. They ar 
doing a good job of trying to meet farmers’ credit needs. 

Senator Russent. I'think that that is completely true. Is this $ 
million all that is authorized for the housing loans ? 

Mr. Scorr. That is all that is being requested, just for the remainder 
of this fiscal year. The authority was approved last August and 
this is the first opportunity we have had to seek funds to implement 
that extended authority. This will take care of the estimated needs 
through this fiscal year 

Senator Russett. How much is in the budget for the next fiscal 
year for that purpose? 

Mr. Scorr. The authority has been extended only for this fiscal 
year. 

Senator Russexx. It is only for this fiscal year? You have no 
authorization for the next fiscal year? 

Mr. Scorr. That is right, sir. 

Senator Russeiu. Your authority expires then with this fiscal year! 

Mr. Scorr. For this particular title. We have made recommenti- 
tions to the Congress for some further authority under the regular 
Bankhead-Jones Farm Tenant Act. We think that generally ‘these 
loans can be made to better advantage when they are made a part of 
the regular lending program. That is a common thing. 
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Senator Russenu. I agree with that if you asked for enough money, 
but the trouble is that the Bankhead-Jones appropriation and the 
budget request for that has been reduced in recent years. 


INSURED LOAN AUTHORITY 


Mr. Scorr. We have insured loan authority, as you know. 

Senator Russetn. Has that proved very effective? The last I heard 
that was not functioning very well. | 

Mr. Scorr. Yes. We are getting increased funds right along on 
that. Maybe Mr. McLeaish can answer that. 

Mr. McLeaisH. For instance, Senator, in fiscal year 1954, we insured 
9.5 million in loans. In fiscal year 1955, we insured $32 million un- 
der the Bankhead-Jones Farm Tenant Act. We used the same amount 
of appropriated funds; namely, $19 million, as has been available in 
recent years. 

The result was that in 1955 we loaned about $51 million, the largest 
year yet. 

* Senator Russeiy. I was not aware of the fact that it had stepped 
up so greatly in 1955. I knew that the insured loans, in part of that 
time had not exceeded $10 million. 

Mr. McLeaisu. You are right. 

Senator Russexi. That is just a drop in the bucket when you con- 
sider the whole farm economy. 

Mr. McLeatsu. We streamlined the process and are now taking 
mortgages to the Government, which means that the banker can take 
the paper and call it an investment rather than a real-estate loan. 

Senator Russeiy. That was the great weakness in the original pro- 
gram, because the banks did not want to loan. 

Mr. McLeatsu. That is right. We have on the staff a man who 
was a small country banker, familiar with bank processes. He is 
responsible for getting these funds. 

Senator Youne. Mr. Chairman. 

If this new and more liberalized FHA credit bill is approved, will 
you need additional personnel to administer it ? 

Mr. McLeaisn. If the new program is approved, we probably will, 
sir. 

Senator Youne. I have looked over the legislation and, in fact, I 
am the cosponsor of it. I think it will go a long way toward provid- 
ing more liberal credit that is badly needed particularly by the younger 
farmers. This includes World War II veterans, and others who just 
got started farming after the war. There are several provisions which 
I like very much. TI suspect that you will have to have additional 
personnel to administer the program. 


INDEBTEDNESS REFINANCING 


One of the main provisions of the bill would allow, for the first time, 
for refinancing of a farmer’s indebtedness. Oftentimes nowadays a 
young war veteran has obligations here and there, and no agency is 
able to pull them together so he can get the kind of credit he needs. 

his is a good provision and I hope that it goes through. 


Senator Dworsnax. Mr. Chairman, I would like to ask a few 
questions, 
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MINIDOKA COUNTY, IDAHO, LOANS 


Mr. Scott, does that 5 million request for new farm housing Joans 
ine lude loans which currently are being made in areas like the north). 
side in Minidoka County, Idaho, or is it under the Bankhead-Jones 
Act entirely ? 

Mr. Smirn. Those are made under the Bankhead-Jones Farm 
Tenant Act. 

Senator Dworsuak. They are? 

Mr. Smiru. Yes; title I of that act. 

Senator Dworsuaxk. Those loans are included in that area. J haye 
had considerable correspondence with Mr. McLeaish, and I have called 
your attention to recent developments on the Minidoka northside tr; ct, 
where about 70 housing loans have been made and where about 600 
new units will be brought in in the next 2 years. You are aware of 
that situation ? 

Mr. McLeatsn. Yes. 

Senator Dworsuak. Is that related to this $5 million for additional 
funds now ? 

Mr. Scorr. I understand not. Those loans which you have dis. 
cussed are made under the regular authority, the Bankhead-Jones 
Title I loans. 

Senator DworsnaK. Coming out of your loan funds under the 
FILA, not under this particular section ? 

Mr. Scorr. No. 

Senator Dworsnax. What is the status of those? Do you have re- 
maining allotted money for those loans or have you about exhausted 
those also? 

Mr. McLeatsn. We have been able to get quite a bit of money from 
private lenders for that type of loan, Senator, and we still have a re- 
serve of private money. 

Senator Dworsnak. You say “private money.” Do you get banks 
to take over those ? 

Mr. McLeatsn. We sell the note to a bank. 

Senator Dworsnak. So that, actually, FHA does not have much 
money directly invested in such new farm housing loans, then ? 

Mr. Scorr. They are guaranteed—100 percent guaranteed, Senator. 
It isa different source of funds. The so-called insured loans are made, 
serviced, and collected just as the loans made from appropriated funds. 
In the one instance, the funds originate with investors. 

Mr. McLeatsu. Senator, I would like to correct myself. On these 
reclamation projects we use our direct funds. Most of the loans are 
not the insured type. 

Senator Dworsuak. What do you mean by “direct funds”? 

Mr. McLeatsn. Appropriated funds. 

Senator Dworsnuak. Funds that are available not only for making 
loans for farm homes, but also for buildings and equipment, and 
operating loans? 

Mr. McLeatsn. Not the operating loans. The development loans. 
The operating loans are under Title IT. 

Senator Dworsi 1AK. I want to reiterate what I have said to you, 
Mr. Scott and Mr. McLeaish, during the past few months since | 
made an inspection of that project last August. I appreciate the fine 
consideration that you have been extending to the GI’s who have lo- 

cated on those units, but, in view of the fact that we have about 600 
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more units coming in if this program is continued as scheduled, I im- 
plore you to be very cautious in scutinizing those loan applications. 
[ want those GI’s to have the best possible. consideration, but at the 
came time I think that FHA would be rendering a disservice to them 
if you permitted them to assume obligations for the various loans, 
various categories, beyond their capac ity to take care of them, and I 
am sure you appreciate that as well as I do. 

Mr. McLeatsu. We agree with you fully on that, Senator. 

Senator DworsHak. You are going to continue your surveys and 
investigations so that as the several hundred units come in, many of 
them this year, you will be fortified with information and know how 
far you can go in extending them credit of this kind 4 

Mr. Scorr. Senator, we agree fully with the point that these loans 
must be very carefully kept within the best estimates of the repaying 
ability of the unit, and that is something that is very prominent in 
our lending programs. It is something ‘that the supervising officers 
are continually watching. We appreci: ate your real interest in that. 

Senator DworsuaK. 1 hope that you will make a report within the 
next 60 days, so that we will be adequately prepared as the units are 
drawn late in M: ay. Of course, those GI’s will not be locating on the 
units until later in the year, but they probably will be filing their 
applications for housing loans. 


Com™moptry Creprr CorrorATION 


STATEMENTS OF TRUE D. MORSE, UNDER SECRETARY OF AGRI- 
CULTURE, AND PRESIDENT, COMMODITY CREDIT CORPORATION; 
PRESTON RICHARDS, DEPUTY ADMINISTRATOR, PRICE SUPPORT, 
COMMODITY STABILIZATION SERVICE; R. P. BEACH, ASSISTANT 
DEPUTY ADMINISTRATOR, OPERATIONS, COMMODITY STABILI- 
ZATION SERVICE; AND JOSEPH C. WHEELER, DIRECTOR OF 
FINANCE AND BUDGET OFFICER, DEPARTMENT OF AGRICULTURE 


JUSTIFICATION 


Chairman Haypen. If there are no further questions, we can take 
up the Commodity Credit Corporation. 

The justification may be placed in the record. 

(The justification referred to follows :) 


DEPARTMENT OF AGRICULTURE 
COMMODITY CREDIT CORPORATION 
(H. Doe. 330) 


Administrative expenses, Commodity Cretit Corporation 


Request for 2 months from Apr. 
Limitation to date ; 
Obligations to Jan. 31, 1956______ I ra a ee ae Rl $17, 366, 9 9 
Expenditures to Jan. 31, 1956_______-_ Ice i i cae Sa a $14, 356, 300 
mucget egtiento mort Meonl Year... 2o6 2. ek $31, 000, 000 
Employment : 
Average number current limitation 4, 357 
Average number involved this estimate ‘ 466 
Man-months employment Jan. 31, 1956 4, 515 
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PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


It is estimated that an additional $4,964,000, over the amount presently 
available will be required for CCC, administrative expenses in the fiscal year 
1956. Of this amount $3,247,123 is for increased volume of price support actiy. 
ity and $1,716,877, for increased pay costs due to Public Law 94, 84th Congress 
The volume of commodities to be handled by the Corporation during the figcg] 
year 1956 is substantially greater than was contemplated in the fiscal year 
1956 budget estimate. The increased price support activity is primarily in cop. 
nection with cotton loans, acquisition of cotton and wheat, and the disposition of 
wheat and dairy products, as indicated below: 


Original 1956 
budget 
estimate 


Revised 1956 Percent we 
estimate increase 


Cotton (bales): 


Loans made __ ‘ i 2, 025, 000 6, 525, 000 
Acquisitions. ..........- eae | 4, 050, 650 6, 387, 000 
Grain acquisitions (bushels) ‘ ’ ‘ | 585,000,000 | 815, 409, 000 


Dairy products dispositions (pounds) - 903, 104, 000 | 1, 289, 452, 000 
| 





PROPOSED LANGUAGE 


“The limitation under this head in the Department of Agriculture and Farm 
Credit Administration Appropriation Act, 1956, on the amount available for 
administrative expenses of the Corporation, is increased from ‘$26,000,000 to 
$30,964,000.’ ”’ 

CoMMopDITY STABILIZATION SERVICE 


Justification for supplemental estimate, fiscal year 1956, for administrativ. 
expenses, Commodity Credit Corporation 


Limitation to date, 1956 


$26, 000, 000 
Supplemental estimate, 1956 


4, 964, 000 


Revised total, 1956. 30, 964, 000 


The increase of $4,964,000 consists of (1) an increase of $3,247,123 due to an 
estimated increase in the volume of price support activity with respect to the 
volume upon which the 1956 budget estimates were predicated, and, (2) an 


increase of $1,716,877 for increased pay costs under Public Law 94, 84th 
Congress. 


(1) Increase of $3,247,128 due to changes in estimates of program volume 


The amount of funds required to administer the programs of the Commodity 
Credit Corporation is directly related to the volume of commodity operations. 
The need for additional funds in the fiscal year 1956 is sharply demonstrated 
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by the following comparison of the volume upon which the 1956 budget esti- 


mates were predicated with current estimates of program volume. 


. bio | Budget esti- Current Percentage 
Commodities | mate 1956 estimate change 





| 
Loans made: | 7 
Corn.--- -| 300, 000, 000 255, 000, 000 —15 
Cotton- 2, 025, 000 6, 525, 000 +222 
Wheat... : 300, 000, 000 250, 324, 000 —]7 
Beier ead 52 ooo te ee 312, 500, 000 348, 875, 000 +12 
quisitions: 
a hl | 210,000,000 | 264, 624, 000 +26 
Cotton he Ne eel a eet : a 4, 050, 650 6, 387, 000 +58 
Wheat $cacapacacwanasds OS 145, 000, 000 248, 572, 000 +71 
Other grains-.-.---- foams date sopntnes duuibusouss _.do....| 230, 000, 000 302, 213, 000 +31 
a A one dae meas Os neR ee pounds. . 835, 000, 000 821, 300, 000 
Dispositions 
Es Korn iia ak amen bushels__| 


—2 


225, 000, 000 | 111, 790, 000 —50 


Cotton cucuaniok cease Hicks banankeoe bales_- 2, 490, 000 1, 439, 000 —42 
Wheat Set nec ca ede abk ciel assed ahinied c'sip ac asca 210, 000, 000 274, 453, 000 | +31 
EE SREY SRE Te PAA ERE NN IT RES 178, 500, 000 216, 640, 000 +21 
DANS TR a wican en cnkcscnncssnunassogesos Oe. 903, 104,000 | 1, 289, 452, 000 | +43 








Total cost value: 


Loans made cabot ities $2, 056, 263, 750 | $2, 772, 694, 535 | +35 
GON. so eacctt okncacaccos ass 590, 117,897 | 3, 696, 695, 830 +43 
Dispositions - - - ----| 2,644,072, 286 | 2, 572, 522, 368 —3 
Inventories at beginning of year 4, 579, 971,030 | 4,971, 463, 436 +4 
Inventories at end of year : -.-----| 4, 526, 016, 641 6, 095, 636, 898 | +35 
Loans outstanding beginning of year_.__.....-.-- eee ee SU 2, 097, 814, 270 +26 
Scand GRUSTATIG NT CINE OE Pc wawcew ac nate necccncececcsnsee 971, 749, 726 1, 909, 371, 284 +96, 
Investment in price support at beginning of year : 6, 241, 131, 347 7, 069, 277, 706 +13 


Investment in price support at end of year ' 5, 497, 766, 367 8, 005, 008, 182 +46 


Loans made.—When the 1956 budget estimates covering the administrative 
expense limitation of the Commodity Credit Corporation were prepared they 
were based on estimated program volume relating to crops many of which had 
not been planted. Although the current estimate of financial requirements is 
based on a cotton-loan program of 6,525,000 bales—over three times the 2,025,000 
bales originally estimated to be placed under loan, this estimate has now proven 
low. As of February 10, 1956, 6,868,000 bales of cotton had been placed under 
loan and it is now estimated that total loan entries from the 1955 crop will 
total 7.5 million bales. As a result of limited storage facilities where cotton is 
produced it is necessary to reconcentrate the cotton toward areas of use and 
port warehouses. Normally, about 50 percent of the cotton placed under loan 
is reconcentrated during the year; however, because of the unusually heavy 
volume of the 1955 crop estimated to be placed under loan during the fiscal 
year 1956, the estimates provide for reconcentrating only 38 percent of this 
crop during the fiscal year 1956 and the balance in the fiscal year 1957. Despite 
this, reconcentrations of cotton during the fiscal year 1956 are estimated to total 
2,500,000 balees—two and_ one-half times the volume of reconcentrations upon 
which the original estimates were based. 

A further development has occurred with respect to corn loans indicating that 
the program volume upon which this supplemental request is based is low. As 
of January 15, 1956, 192 million bushels of corn have been placed under loan 
compared with 76 million bushels as of this time last year. It is now estimated 
that 385 million bushels of corn from the 1955 crop wil be placed under loan— 
135 million bushels more than the estimated volume upon which this supple- 
mental request was based. 

Acquisitions.—Acquisitions of commodities from loan forfeitures and purchase 
agreement deliveries are currently estimated to be considerably higher than the 
volume contemplated in the 1956 budget estimates. Acquisitions of grain are 
estimated to aggregate 815,409,000 bushels, 39 percent more than the 585 million 
bushels originally estimated to be acquired. Wheat acquisitions are up an esti- 
mated 71 percent, corn, 26 percent, and other grains up 31 percent. Estimated 
cotton acquisitions are up from 4 to 6.4 million bales, an increase of 58 percent. 

Dispositions —The overall volume of dispositions is currently estimated at 
approximately the same volume as contained in the 1956 budget estimates. In- 
creases in dispositions of wheat, small grains, and dairy products are offset 
by estimated decreases in dispositions of corn and cotton. 
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Investment in price support.—A further indication of the marked increase jy 
the program volume estimated for the fiscal year is illustrated by the estimateg 
increase in the Corporation’s investment in price support. The 1956 budge 
estimates anticipated that $6.2 billion would be invested at the beginning of tho 
current year and that such investment would decrease to $5.5 billion by the eng 
of the year. However, actual investment at the beginning of the year amounted 
to $7.1 billion and current estimates indicate that over $8 billion would be jp. 
vested as of the end of the year. This is $900 million, or approximately 15 per 
cent more at the beginning of this fiscal year than was previously estimated, ang 
$2.5 billion or approximately 45 percent more at the close of this fiscal yea) 
than the former estimates. The bulk of this investment is represented by (cv. 
owned commodities, and it is in connection with the maintenance of these coy. 
modity inventories that a large part of the Corporation’s workload originates 
Current estimates indicate that the cost value of the Corporation’s invento 
as of the end of the year will be $6.1 billion or approximately 35 percent greatey 
than the $4.5 billion reflected in the 1956 budget estimates. 

Increase in expense due to change in workload.—A summary of the $3,247,128 
increase due to changes in estimates of program volume is as follows: 


(a) CSS Commodity offices___---~- $3, TH, 405 
(b) AMS: 
Special school milk_--_--~- D4, 0 
Section 416 donations_ 


oO # 
—9) Ti 


Net AMS (og IO ieee : : 44 31K) 

(c) Printing — _-- es : Fe i 200, 000 
(d) Other (net)_- , pee a f 193, 24] 
Total _- ; : oe : $, 182. 087 

Less reserve 934,914 


Net increase__ cat oa ae >, 247, 123 


(a) CSS commodity offices ($3,744.496).—Ninety percent of the total in 


crease due to changes in program volume is required by CSS commodity offices 

The workload and expenses of these offices vary directly with the volume of 
commodities handled and are estimated on the basis of a detailed work-measure- 
ment and work-status reporting system. The major portion of the workload is 
comprised of transactions relating to the acquisition, management, and disposi- 
tion of inventories. This includes the negotiation and allocation of storage space, 
inspection of storage facilities and commodities, payments of warehouse charges 
and amounts due on settlements of loading orders, issuance and control of load- 
ing orders for the disposition and reconcentration of commodities, handling of 
bills of lading, payment of freight bills and negotiations, payments and billings 
in connection with purchases and sales of the commodities. These inventory- 
management activities and the related accounting activities comprise approxi- 
mately 70 percent of the total workload of these offices. 

The attached table 1 reflects the currently estimated carlot volume of program 
operations compared with the volume contained in the 1956 budget estimates and 
table 2 reflects the current volume in terms of man-vears and financial require- 
ments for the CSS commodity offices. 

(h) Increase for Agricultural Marketing Service (844,300).—It is estimated 
that an additional $54,000 will he required to carry out the special school-milk 
program directing the Corporation to use not to exceed $50 million of its funds 
for increased fluid-milk consumption by children in nonprofit schools. In carry: 
ing out this program, the Agricultural Marketing Service, the agency in the 
Department administering this program, performs the following functions: 

1. Distributes funds among the States on the basis of a formula similar to that 
provided in the National School Lunch Act. 

2. Furnishes technical and advisory assistance to the States operating the 
program. 

3. Performs all of the administrative details related to the inauguration, 
administration, and operation in nonprofit schools. 

4. Performs administrative reviews and audits records of States and private 
nonprofit schools. 

5. Accounts for use of the funds in accordance with established procedures. 

The original budget estimate was predicated on a continuation in 1956 of 
the type of program developed for 1955. Although significant increases In 
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milk consumption were obtained through the program in 1957, the administrative 
provisions proved so restrictive that a considerable number of schools were 
ynable to participate. Therefore, basic changes in the program were made 
early in 1956 in order to more effectively attain the purposes of the act and the 
program has been extended to a greater number of schools and children. This 
jas resulted in (1) expanded educational and informational work to assure 
complete understanding of and stimulate interest in the new program by State 
agencies, school officials and dairy interests; (2) increased number of field re- 
views of State operations; (3) increased number of audits performed ; (4) the 
receipt of a much larger number of private school applications ; (5) greatly 
increased number of reimbursement vouchers to be processed in connection 
with the direct administration of the program in private schools; and (6) 
increased number of administrative reviews of private schools. The additional 
funds are needed to maintain this stepped-up level of operations during the 
remainder of the year. 

Offsetting the increase of $54,000 is a decrease of $9,700 in previously esti- 
mated costs for the disposition of commodities from CCC stocks pursuant to 
<ection 416 of the Agricultural Act of 1949, as amended. Beginning in the last 
half of the fiscal year 1956 the costs in the Agricultural Marketing Service in- 
cident to distributing all surplus agricultural commodities are being financed 
with section 32 funds. 

(c) Procurement of printed forms for program operations ($200,000).—As 
indicated above, the program volume handled by the Corporation results in a vast 
number of day-to-day transactions such as purchases, sales, movements, storage 
and freight payments, loans, repayments, ete., each of which ultimately results 
in one or more documents initiated, processed and recorded. This involves 
literally millions of documents, the accounting for which is a business-machine 
operation requiring a tremendous quantity of printed forms. It is currently 
estimated, for example, that recording transactions alone during the current 
fiscal year will necessitate the use of 80 million puncheards. While the cost 
of these cards will amount to $95,000, it is by far the cheapest printed form used. 
The bulk of printed forms used in machine accounting, such as inventory records, 
registers or listings, loan registers, trust orders, loading orders, etc., are large 
and considerably more costly. A number of them have as many as 30 columns 
of data and are in 8 parts with carbon paper between each part. Not all of 
the increased printing costs, however, are attributable to the difference between 
the volume of commodity operations contemplated by the 1956 budget and cur- 
rent estimates. Requirements for printing costs for the fiscal year 1956 other 
than those related to the increased volume of commodity operations over the 1955 
fiscal year level were underestimated in the original 1956 estimates. 

(d) Other ($193,241).—The increased program volume of price-support 
activity has resulted in additional workload and costs for certain other opera- 
tions, particularly with respect to barter and stockpiling activities and the sale 
of agricultural commodities for foreign currencies. 

Directly affected is the Barter and Stockpiling Division, whose activities in- 
volve the exchange of agricultural commodities for strategic materials. When 
the 1956 budget estimates were submitted, it was expected that the value of 
barter contracts negotiated would not exceed $200 million. Contracts executed 
during the first 4 months of this fiscal year totaled $100 million and current esti- 
mates are that at least $800 million worth of contracts will be executed this 
year—an increase of 50 percent compared with the original estimates. The 
value of the inventory of commodities under this program is now estimated at 
$176 million, whereas the 1956 budget estimates did not contemplate any in- 
ventory. 

The workload and costs of the Fiscal Division have also increased, particularly 
for barter and stockpiling activities and operations in connection with sales for 
foreign currencies under title I of Public Law 480. It is currently estimated 


| that the total value of shipments under title I will amount to $738 million, 
i compared to $400 million previously estimated, or an increase of approximately 
| %) percent over the original budget estimates for the fiscal year 1956. This 


estimated increase in activity is in line with the act of August 12, 1955, which 
amended the Agricultural Trade Development and Assistance Act of 1954 by 
increasing the authorization of this program from $700 million to $1,500 million. 

he operations in connection with these programs are, by their nature, con- 


| siderably more complex than the normal disposition programs carried out by the 


corporation. Each contract involving the exchange of commodities for strategic 


| materials differs in terms and consequently must be formulated and executed 
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differently. Sales for foreign currencies involve complicated financia] arrange 
ments of international trade that are not present in normal commercial sales 

Other offsetting adjustments include increases for commodity-disposa] Coor 
dination, compliance and investigation activities, general services and rent in 
the District of Columbia paid to the Public Buildings Service and decreases fer 
certain aspects of price-support work on dairy products, grain, and sugar in 


Washington, D. C., audit, and Agricultural Stabilization and Conservation Stato 
office work. 


(2) Increase of $1,716,877 due to increased pay costs. 

It is currently estimated that $1,735,000 will be required in the fiscal year 1956 
for meeting increased pay costs. Of this amount, $18,123 in connection with 
activities financed under the special limitation for expanded sales operations 
is being absorbed, leaving $1,716,877 as the additional funds needed. 

The current estimates provide for continuation of the $1 million limitation pro 
vided in the 1956 Appropriation Act for the expansion and strengthening of the 
Corporation’s sales program. However, it is currently estimated that only 
$300,000 will be required for this activity in the fiscal year 1956. F 

With more than half of the current fiscal year past and trends in the volume 
of price support activity for the balance of the fiscal year more readily discerp. 
ible, there is a diminishing possibility for error in estimating the volume of 
activity through June 30, 1956. However, if the workload does not materialize 
as currently estmated, the funds will remain unobligated. On the other hand, 
should program operations exceed the volume contemplated by these estimates, 
it may be necessary to request a further increase in the administrative expense 
authorization. 


CommopitTy CREDIT CORPORATION 


TaBLe I.—Comparison of the fiscal year 1956 budget estimate of commodity volume 
with revised estimates for the fiscal year 1956 


All commodities except 


cotton (carlots) Cotton (thousands of bales 


Budget | Revised | Percent | Budget | Revised 
estimate | estimate | change | estimate | estimat 


I. Loan activity: | 
A. Loans made (ebcntincewacok ae 489, 535 | —4.6 2,025 | 
B. Loans repaid -------| 226,928 72, 620 —68. 0 1, 905 | 
C. Loans forfeited: | 
1. Warehouse stored .-| 116,049 | 190,799 +64. 4 4, 051 
2. Farm stored _-- 181, 512 237,002 | +30.6 : 
II. Inventory management: | 
A. On hand beginning of fiscal | 
year ...-| 979, 583 |1, 058, 370 | +8 1, 480 
B, Additions: } 
1. Purchases _. 7 49,110 | 26,765 —45. £ 
2. Purchase agreement de- 
liveries ; 24,578 | 58,826 | +139.% 
3. Forfeiture of collateral 297,561 | 427,801 +43 
4. Exchanges 15,000 | 33,000 | +120 
5. Transfers 45,000 | 35,000; —22.2 


tec isteieeacipcnentniatiel sad 


Total additions. - 431,249 | 581, 392 | 


C, Dispositions: | 
1. Sales and donations__-.-| 406,319 409, 619 ; Ag 1, 439 
2. Exchanges , 4 15,000 | 33,000 | 
3. Transfers --------| 45,000 | 35,000 | 


Total dispositions _..-| 466,319 | 477,619 | +-2. 4 | 4 1, 439 
D. On hand end of fiscal year - 944, 513 |1, 162, 143 3.0 | 3, 6, 610 
E. Reconcentrations_ - ace 348,800 | 350,173 | . 2, 500 
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PREPARED STATEMENT 


Chairman Haypen. Mr. Morse, the House cut you $464,000? 

Mr. Morse. Yes, Mr. Chairman. I have a prepared statement hey 
which I will be glad to read or have placed in the record, as you wish, 

Chairman Haypen. Is it very long? 

Mr. Morsr. It is about seven and a half pages. 

Chairman Haypen. You may place it in the record and highlight }; 

(The statement referred to follows:) 7. 


STATEMENT OF TRUE D. Morse, UNDER SECRETARY OF AGRICULTURE AND Presippyy 
CCC, REGARDING SUPPLEMENTAL AUTHORIZATION FOR CCC ADMINIsSTRANIYy 
EXPENSES IN THE FIscaL YEAR 1956. 


Mr. Chairman and gentlemen of the committee, I appreciate this opportunity 
to discuss with you our request for an additional administrative expense author. 
ization for the Commodity Credit Corporation. This request results from (1) 
increased volume of business over that estimated in the 1956 budget, and (2) 
the cost of the Federal employees’ pay increase. 

The request submitted to the House Appropriations Committee was for an jp. 
crease in the authorization in the amount of $4,964,000. However, the second 
supplemental appropriation bill as reported to the House on March 15, 1956, 
included only $4,500,000, a decrease of $464,000. 

Before going into the effects this reduction would have on the operations of the 
Corporation, I would like to briefly discuss the events leading up to this supple. 
mental request and point out the need for the additional funds. 

Prior to the enactment of the 1956 Appropriation Act and again in November 
1955, crop production forecasts and developments in the trend of commodities 
moving under price support indicated successive increases in the volume of CCC 
operations over the level contemplated in the 1956 budget. On two occasions, 
therefore, we requested the Bureau of the Budget to apportion the authorization 
on a basis which would indicate the necessity for a supplemental estimate. On 
August 18, 1955, and again on January 31, 1956, in accordance with statutory 
requirements, the Director of the Bureau of the Budget reported the situation 
on apportionments to the Speaker of the House of Representatives and the Presi- 
dent of the Senate. 

The amount of funds needed to effectively administer the CCC programs is 
influenced by a number of uncontrollable factors that preclude the determina- 
tion of accurate estimates. Not until midway in the current fiscal year can 
realistic estimates of program volume be ascertained. This is, of Course, more 
than a year after the budget covering this item was prepared. It also necessi- 
tates these recurring requests for supplemental authorizations. The budget esti- 
mate upon which the appropriation act is based is concerned with crops that have 
not been planted; second, it is prepared before the inventories to be carried into 
the budget year can be reliably estimated; third, the volume of program opera- 
tions is not subject to control and hence the workload received cannot be con- 
trolled; and fourth, because CCC operations involved such a huge volume of 
day-to-day transactions that are very important to a large number of producers, 
warehousemen, bankers, carriers, ete., the processing of workload cannot be 
dielaved without creating serious problems to both the Government and the 
public. 

Once the volume of program operations is known or can be realistically esti- 
mated, the cost of processing the necessary workload is subject to accurate meas 
urement through the use of production records derived from a detailed work- 
measurement system which for several years has been in effect in the field offices 
which perform the major part of the workload involved in the huge volume of 
operations. These offices accounted for 74 percent of the total 4,356 man-years 
worked on CCC functions in the fiscal year 1955. Due to steadily increasing 
productivity we have been able to accomplish considerably greater volume of 
work with fewer personnel in these CSS commodity offices than would have been 
required in earlier years. 

The eight CSS commodity offices are currently accomplishing more work per 
man-day expended than ever before in their history. Their production rate 
from July 1 through January 31, 1956, was 10 percent greater than that accon- 
plished in the fiscal year 1955. Part of the improvement cited is attributable to 
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‘he increased production rates made possible by increased volume, but a consid- 
orable part of the improvement represents actual increased efficiency accom- 
nlished through development of quicker and more effective methods of doing indi- 
vidual items of work. The detailed work measurement system in use and the 
comparative analysis of production rates for individual work for the various 
field offices have been of great assistance in accomplishing these improvements. 

The portion of the supplemental request which results from the increase in the 
volume of business to be handled over the volume anticipated at the time the 
1956 budget estimates were prepared is $3,247,123. The remainder of $1,716,877 
reflects the cost of the increase in Federal pay. 

Within the existing total authorization of $26 million for 1956, the appropria- 
tion act set aside $1 million for use only in sales expansion. We appointed the 
veneral sales manager in accordance with the desires of this committee effective 
July 1, 1955. We have restricted the use of the $1 million set aside for the ex- 
pansion of sales to the payment of the costs of the general sales manager's office. 
It appears that $300,000 is the maximum portion of this special limitation that 
will be required for this purpose this year. The remaining $700,000 is not avail- 
able for general operations of the Corporation. 

The budget estimates for 1956 proved to be quite optimistic as compared with 
actual developments to date. The actual investment in loans and inventories at 
the beginning of the fiscal year was 15 percent greater than estimated. The 
investment in loans and inventories as of June 30, 1956, is expected to be over 
$5 percent higher than estimated for the 1956 budget. 

Because of record yields of 1955 crop cotton, the supplemental fund request 
anticipated that 6.5 million bales of cotton would enter the loan program com- 
pared with the 1956 budget estimate of 2 million bales. However, the 6.5-million- 
hale estimate of loan entries has now proven to be low. As of March 2, 1956, 
7,034,000 bales of cotton had been placed under loan and it is now estimated that 
total loan entries from the 1955 crop will amount to 7.5 million bales. In addi- 
tion it is now known that 6.4 million bales of cotton were acquired from the 1953 
and 1954 crop loans, or 58 percent more than the quantity estimated in the budget. 

High yields of wheat and corn and record or near-record yields on other 
erains have resulted in much heavier acquisitions of these commodities through 
loan forfeitures and purchase agreement deliveries than had been estimated in 
the budget. Overall, acquisitions of all grains are estimated at 815 million 
hushels during the current fiscal year, or 39 percent more than the 585 million 
bushels estimated in the 1956 budget. Estimated wheat acquisitions are up 
71 percent, corn 26 percent, and other grains 31 percent. 

A further development has occurred with respect to corn loans indicating 
that the program volume upon which this supplemental fund request is based 
is low. This request is based on 250 million bushels of corn from the 1955 crop 
entering the loan program. As of February 15, 1956, 285 million bushels of corn 
iad been placed under loan compared with 125 million bushels as of this time 
last year. It is now estimated that 385 million bushels of corn from the 1955 
crop Will be placed under loan, 135 million bushels more than the estimated 
volume upon which this supplemental request was presented. 

These and other changes in the volume of business handled are, of course, 
directly reflected in corresponding changes in the number of transactions, docu- 
nents, and other units of work necessary to be handled in the CSS commodity 
offices. Approximately 90 percent of the portion of the supplemental authoriza- 
tion resulting from program volume changes is required for these commodity 
offices. 

As you can see, the volume of program operations during the fiscal year 1956 
is now substantially known, since the period of availability for loans and pur- 

chases of 1955 crops is over for wheat and small grains and nearing the end 
for cotton and corn. The increase in the volume of cotton and corn placed 
under loan above that anticipated will make it difficult to meet presently an- 
ticipated needs with the full amount of the estimate. In addition it appears 
that the special school milk program will be expanded, resulting in a further 
outlay of funds. Consequently, the reduction of $464,000 would result in the 
Corporation being unable to make necessary upward employment adjustments 
right at the time when substantial backlogs of work already exist from the tre- 
inendous cotton program and when there is a large seasonal increase in work- 
load due to the acquisition of wheat and other small grains pledged for loans. 
"his would have serious repercussions and the resultant delays in work proc- 
essing would have the following specific effects : 
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1. The ability of the Corporation to meet its obligations to warehouse, 
producers, banks, carriers, and others with whom it deals on a daily basis jy, 
operating the price support activities as directed by Congress would be impnaireg 

2. It might result in less than adequate management of the tremendous jp. 
ventories of commodities now owned by the Corporation and the large additiong| 
guantities which will be required during the takeover period which begins oy 
March 30 of the current fiscal year. 

3. It would interfere with the disposal of surpluses in inventory, and the 
danger of losses would be greater. 

4. The movement of grain from country to terminal and coast export areas 
could not be effected promptly and therefore, there would be less storage fageilj. 
ties available in country areas for the 1956 crops to be harvested. 

». The Corporation would have to delay the paying of warehousemen, handlers. 
carriers, banks and others for services performed. Many of the Corporation's 
creditors are unable to finance their operations without borrowing at sub. 
stantial interest costs. A delay in payments to them would increase these 
costs. 

6. The eventual cost of processing the work, which must at some time be done. 
would be greater than if it were handled promptly. 

It has been our policy to adjust the employment in each of our field offices to 
its current workload as closely as practicable. At the present time these 
offices are effectively processing this tremendous workload at the highest rate 
per employee than ever before in the Corporation’s history. If restrictions oy 
the amount of CCC funds which may be used for operating expenses are such 
as to preclude employment of the necessary manpower to effectively carry out 
the responsibilities of the Corporation it is apparent that the interests of the 
Government and the people doing business with the Corporation will not he 
served. 

We are also very disturbed about the House committee reduction from the 
standpoint of our constant efforts to improve operations and reduce the nun 
ber of instances where criticism is warranted. As you know, CCC's operations 
are complicated, and they involve a large volume of transactions affecting farm- 
ers, warehousemen, carriers and many others. Our own internal auditors, as 
well as the General Accounting Office, and various investigating groups of Con- 
gress are constantly reviewing and appraising these activities. We are trying 
our best to take corrective action wherever the need for such is called to our 
attention. But we cannot hope to achieve and maintain the kind of standards 
and performance that we and others expect without the necessary funds. We 
are prepared to go into such detail as you may desire with respect to this supple- 
mental request. 


GENERAL STATEMENT 


Mr. Morse. The request is for $4,964,000. It is to cover two major 
needs—$3,247,123 to pay costs of increased volume of Commodity 
Credit Corporation operations, and the remainder of $1,716,877 is the 
cost of the increase in Federal pay. Therefore, both of these are items 
over which we really have very little control as your committee is 
aware, 


EFFECT OF HOUSE REDUCTION 


This 1956 budget was made far in advance of knowing the size of 
crop that we would have last year, and the extent of the loan activity 
and takeover of crops, all of which have distinctly exceeded the earlier 
estimates. To be brief, I will merely go from there and say that the 
reduction by the House of $464,000 would create serious problems for 
us and, in the long run, would probably not be an economy as far as 

the Government is concerned. It would limit our ability to meet obli- 
gations to all of the people that we deal with, warehousemen, pro- 
ducers, banks, carriers, and others. It might result in less than ade- 
quate man agement of the tremendous inventories that we are carrying, 
and large additional quantities which will be acquired during the take- 
over per riod which begins March 30, just ahead of us. 
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It will interfere with the disposal of surpluses in inventory, and 
the danger of losses would be greater. As we step up the disposal of 
-ommodities, our costs are inc reased. The movement of grains from 
country to terminal storage and to coastal export areas could not be 
effected promptly and, therefore, there would be less storage facilities 
available in country areas for 1956 crops. We will soon be into the 
harvesting of the spring and summer grains which means that we have 
to move forward with arranging storage without delay. 

The Corporation would have to delay the paying of warehousemen, 
handlers, carriers, banks, and others for services performed. Many 
of the Corporation’s creditors are unable to finance their operations 
without borrowing at substantial interest costs, so that a delay in pay- 
ment to them will i increase their costs. 

As IL have said the eventual cost of processing the work which must 
at some time be done, would be greater than if it were handled 
promptly and in accord with the best business practices. 


INCREASED EMPLOYEE PRODUCTION RATES 


I would like to emphasize again this year that we continue to step 
up the efliciency and rate of production per employee in handling this 
business. Part of it comes from volume of business, but, in addition, 
there is improvement in efficiency, and in methods. We have the high- 
a rate of efficiency per employee ever experienced in CCC operations. 

», this need for edditicmal funds is in no way associated with any 
ee of efficiency; in fact, we have been working in the other 
direction. 

HOUSE COMMEN1 


Chairman Ilaypen. The House gives as a reason for the reduction 
the same reason that you give for asking for the full amount. It says: 

Since the regular 1956 budget was considered well in advance of the time 1955 
crop-year estimates were available, the workload of CCC could not be accurately 
predicted at the time the regular administrative funds for the fiscal year 1956 
were authorized. 

Therefore, they take it that on that account this cut is justified. You 
on the other hand, say that you have an increased workload. 

Mr. WurrLer. Mr. Chairman, I think the comment you just read 
was their explanation or justification of the $4.5 million that they did 
put in, rather than being an explanation of the cut they made. As 
far as we can tell, it was simply a general reduction. The report, in 
fact, as you pointed out, is complimentary, and does not point out any 
specific reason for the approximately 10 percent cut. 

Chairman Haypen. That was cut, though. 

Mr. Morse, I don’t know that there is much more to say, except that 
[ would call the committee’s attention to the fact that, in handling a 
large volume of business like this—spread all across the country—we 
are constantly up against the problem of so handling this business so 
there is a minimum basis for criticism. In our own auditing and 
compliance investigations, which we are pushing to keep operations 
ata high level, and also in the audits of the General Accounting Office, 
the auditors and investigators are pointing out where there are weak- 
nesses which should be overcome. We work constantly to try to im- 
prove services and keep down losses and thus reduce the reasons for 
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criticism. Any lack of funds needed to try to keep up with this large 


business and handle it effectively naturally makes us more liable to 
criticism. 


RESTRICTIONS ON SALE OF COTTON 


Chairman Haypen. The House compliments you on establishing q 
better sales organization and more positive sales program, exc ept that 
it states that they are not satisfied with restrictions which exist in the 

sale of certain commodities in world trade for dollars, particularly 
in respect to cotton. 

Mr. Morse. Yes; and we are moving away from such restrictions, 

Senator Ropertson. Mr. Chairman, we had recently a little debate 
on the floor of the Senate about this sales agency on disposal. It js 
referred to on page 4 of the Secretary’s prepared report. 

He says that out of the $26 million for 1956, they set aside $1 mil. 
lion and appointed a general sales manager. 

The distinguished ‘Senator from Florida, Mr. Holland, I think, at- 
tended the sessions as faithfully as anyone except Senator Ellender, 

I wish you would look at that page 4 and ask questions as to what 
is being done to get rid of the surpluses. 

Senator Houanp. Mr. Chairman, I have been working pretty 
actively with the Commodity Credit Corporation, and I find no fault 
with them, but with the State Department, in this matter. I have 

rather aggressively contacted the State Department on a good many 
oceasions, and I think that the program is being well stepped up. Cer- 


tinly the cotton disposal program is well underway now, whereas 
it was not underway up to a few weeks ago. 


My own feeling is that whatever they need to maintain a stepped 
up rate of foreign disposal we should certainly give them. 


WHEAT PROGRAM 


Senator Roserrson. I would like to get a little information on the 
subject of what we are going to do with a billion bushels of wheat. 
especially in view of the amendment adopted last night to set aside 

750 million bushels of it that is not to be counted in fixing the sup- 
port price. Under that amendment the Administration has to get 
rid of it. I would like to know how you are going to get rid of it. 

Mr. Morse. We have made recommendations for several changes in 
the wheat program. The Senate has passed some of them. Apart 
from the bill to which you refer, if the provisions which we have 
recommended were enacted, we would anticipate a gradual reduction, 


of the surpluses of wheat. I speak of that apart from any soil-bank 
provisions. 


LOSSES FROM INSECT PESTS 


Senator Roprnson. We have just heard testimony that, unless we 
control these beetles and they spread, they will eat up everything we 
have in storage, wheat, corn, feed grains, and everything else. The) 
are not particular and they have big appetites. 

Do you have any estimate of what you have already lost from these 
insects in wheat and corn? 

Mr. Morse. We have what appears to us to be a good loss record. 
thus far. The Khapra beetle which probably was the basis for the 
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| jiscussion, of course, has been a new development, and a very vicious 


one. = . ee. 
Senator Ropertson. What is the new and vicious development? 


KHAPRA BEETLE 


Mr. Morse. The khapra beetle, which has been particularly trouble- 
come in California, Arizona, and New Mexico, in areas where grain 
F sorghums are stor ed. Otherwise, considering the big volume of « com- 
modities that we have handled, we have held physical losses, and 
deterioration in quality to a quite reasonable level. 

Senator Porrer. What is the level ? 

Senator Ropertrson. Of the billion bushels of wheat, how much is 
millable wheat and how much is inferior wheat, on which you have 
made support loans? 

Mr. Morse. I will refer to the last point, and then come back to the 
other. When you define wheat as millable wheat, you probably will 

take in well over 90 percent of the wheat. However, the preferences 
of the milling trade are for a much smaller volume than when you 
merely say “millable wheat.” 

Now then, coming to the other question, Mr. Beach will answer 
that. 

WHEAT PROGRAM 


Senator Young. Since the question of wheat has been opened up, 
I would like to ask a few questions myself. In the last year has not 
wheat production been brought more in line with outlets than any 
other basic commodity ? 

Mr. Morse. We have worked closer to getting poduction and dis- 
posal in balance. We have moved in that direction; yes, sir. 

Senator Youne. We have done a better job of getting wheat in 
balance than we have with other basic commodities; isn’t that right? 

Mr. Morse. I would have to check the others to answer that ques- 
tion. 

Senator Youne. You know that to be true, as a matter of fact, do 
you not ? 

Senator Rosertson. That is a subject of a difference of opinion, in 
view of your report. I understand that the current production, in 
spite of the acreage control of 1955 and 1956, is now estimated at 540 
million bushels. 

Mr. Beacn. That is the estimated crop. 

Senator Young. Isn’t that a reduction of about 25 percent over the 
average crops of the last 5 years? 

Senator Ropertson. I question that. 

Senator Youne. I would like to have the answer. 

Senator Rosertson. I would like the answer to my other question, 
tov. 

Senator Youne. I thought the Senator was finished. 

Senator Roperrson. I am more interested in the wheat situation. 
The cotton keeps pretty well and, of course, the longer you keep to- 
bacco the better it gets. You do not get insects in tobacco. They get 
nicotine poisoning. 
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Mr. eee On wheat, the production was 984,846,000 bushels jp 
1954; 938,159,000 in 1955; and the outlook is for approximately the 
same level in 1956. 

Senator Rosenrson. A good deal bigger than it was in 1954. It j; 
not being cut 25 percent. 

Senator You nG. Yes; it is. From the production provisions ty 
1954. 

Senator Rosertson. You had one figure. 

Mr. Bracu. The figure for 1954 is 984,846,000 bushels; for 1955 it js 
938,159,000, and this years it is going to be 923 million. 

Mr. Morse. We need other legislation which would permit us to 
move toward reduced production and more use of wheat. 

Senator Ropertson. I asked two questions. What is the answer ty 
the second question ? 

Mr. Morse. Senator Potter asked a question about the losses. 


DETERIORATION, SHRINKAGE, AND SPOTLAGE LOSSES 


Mr. Beacu. The figure, sir, on total loss on the sale of deteriorated 
commodities in the fiscal year 1955 was $9,698,785. 

Senator Porrrer. Just on wheat ? 

Mr. Breacn. That is for all commodities. On wheat the total wa 
$2,110,660. In addition, we had a loss on shrinkage and spoilage of 
$675,749, making a total loss due to deterioration, shrinkage, and spoil- 
age of $2,786,409 on wheat in the whole fiscal year of 1955. 

Senator Porrer. What percentage is that of our total holding of 
wheat ? 

Mr. Beacn. Our total inventory of wheat ran over $2 billion in lost 
value. As of now, our wheat inventory is valued at $2,197 million. 
On the average for the fiscal year 1955 it was over $2 billion. 

Mr. Morse. The loss is less than $3 million. By rotating the grains 
and by close supervision, we have been able to hold them w “ith surpris- 
ingly small phy sical loss. 

Senator Ronertson. If you get all the law and enconingenent that 
we can give you to get rid of this wheat, what will be the effec 't of that? 

Mr. Morse. The major method would be through operation of the 
proposed soil bank by which we would hope to get a rather rapid 


< 


reduction of the surpluses in the hands of the Gover nment. 


SOIL BANK PROGRAM 


Chairman Hayven. What will the soil bank cost in this next year! 

Mr. Morse. We have estimated that for a full vear of operation the 
cost would be some $350 million for the conservation reserve, and that 
we should have around $750 million as an authorization for the acreage 
reserve. 

Senator Ropertson. Was that based upon purely voluntary action 
or an amendment that they do not get price support unless they put i 
15 percent of the land ? 

Senator Hotianp. That amendment will not be effective until next 
year. 

Senator Youne. T would like to ask another question or two before 
we leave the subject of wheat. I was interrupted. 

Chairman Haypen. Proceed, Senator. 
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EFFECT OF PRICE SUPPORT ON WHEAT PRODUCTION 


Senator YounG. What difference would it make in wheat produc- 
tion if you raised or lowered the price support? The acreage is con- 
trolled; is it not‘ 

Mr. Morse. The acreage is definitely controlled. 

Senator Youne. And raising or lowering the pric e support 5 or 10 
percent W ill make no difference i in production, will it, as long as your 
acreage is controlled ? 

Mr. Morse. Yes: we would think it would. There is much land 
farmed in wheat that is marginal as far as crop production is con- 
cerned. There is always an alternate choice of crops, so that the level 
at which you support a crop like wheat makes a lot of difference. 

For instance, New York State has gone heavily into wheat as com- 
pared with previous years. The reason very definitely has been the 
high level of price supports. 

Senator Youne. How much increase in production have they had 
in the last 3 years? 

Mr. Morse. It doubled, T believe, in about a 10-year period. 

Senator Youne. There has been a decrease in some Eastern States 
in the last 3 years. I inserted those figures in the record the other 
day. 

Mr. Beacu. New York showed an average production for 1944-5: 
of 10,352,000 bushels; 1954 was 10,766,000, and 1955 was 10,400,000. 

Mr. Morse. That is an average over a period of years. We can 
supply for the record a table showing actual production by years 

(The table referred to follows:) 


Wheat production in New York, 1946 through 1955 crops 


Crop: Bushels Crop—Continued Bushels 
1946 ___ 5, 648, 000 | 1951 10, 319, 000 
1947 ___ da &. 988, 000 | eee 4 ; 12, 856, 000 
ISHS __ i _ 11, 886, 000 | es __ 13, 894, 000 
1949 ie Peers 1954 _ a ae _. 10, 766, 000 
1950 os! 11, 344. 000 | 10n0:.... 10, 400, 000 


Senator Roperrsoxn. What is the Virginia production? We do not 
produce as much as we eat, but we import and export some. 

Mr. Bracu. Virginia’s average was 7,851,000 bushels in the period 
of 1944-53: 6.95 4.000 | in 1954: and 6.502.000 in 1955. 


FULL QUOTA WHEAT PLANTING 


Senator Young. That is a reduction. 

Let me pursue this question a little further: Is it not true that wheat 
farmers plant the full quota whether the price support is at 60 percent 
of parity or 90 percent of parity ? 

Mr. Morse. That would probably be so for the short run, but, over 
a period of time, farmers adjust crop acreages as they consider alter- 
hate opportunities, including livestock. They consider the hazards 
of their operations. As you know, in the southern Great Plains, there 
is some 8 million acres in crops, that should not be cultivated. It is 
very high-hazard land, yet farmers continue to farm it in cultivated 
crops. The history has been that the farmers get into serious finan- 


on trouble with such land, so that over a period of time there would 
be adjustments. 
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Senator Youne. Is it not true that when there is adequate rainfa}j 
in the Dust Bow] area, that the costs of production there are probably 
lower than any other place in the United States? 

Mr. Morse. As you know, the farmers’ financial results are not jug 
tied to a single year, in which they get rainfall, but to a period of tine 
The history shows that in some of those high-hazard areas the farmer 
have lost very heavily and we would expect that to be the case in th 
future. 

Senator Youne. You would think that they would go out of th 
business when they lose heavily, but that has not been the case, has jt/ 

Mr. Morse. Yes. You will find that in the past, many of them haye 
either gone out of business, or changed their farming methods. 

Senator Younc. Two years ago we established a noncommereia| 
area for wheat and placed some 12 States in that noncommercial area, 
Those farmers get 75 percent of the support in the commercial area, 
Is it not a fact that, after we reduced the support levels in the non. 
commercial areas, that those States increased their acreage of wheat! 

Mr. Morse. Yes; but you cannot just relate that to the mere re. 
duction of the support price on wheat. In the meantime, we were 
cutting back drastically the acreage of cotton. We were limiting the 
production of other crops, and so farmers have planted more land 
into crops for which acres were not limited. 

As you know, there are many farmers entitled to plant 15 acres of 
wheat, and many of them have put in their 15 acres of wheat. 


15-ACRE MINIMUM 


Senator Hotianp. How is this whole picture affected by this 1i- 
acre minimum ? 

Mr. Morse. I couldn’t give you a definite answer offhand, but we 
would think that it does have a considerable effect, especially in the 
areas where wheat is not a major crop. 

Senator Youne. Mr. Chairman, I was one of the sponsors of legis- 
lation 2 years ago to put more of these States in the noncommercial 
area, and this year our committee provided that 11 additional States 
would be in the noncommercial area. 

After looking at the statistics and finding out that farmers with 
the lower support levels had increased their production, I made no 
objection to having that provision stricken out. 

I wish you would cite somewhere in USDA statistics in the last 20 
years where lower prices or lower support prices—either one—have 
resulted in decreased production. To what years can you point! 

Mr. Morse. I would be glad to check on that and put a statement 
into the record. 

(The information referred to follows: ) 

If prices are lowered, won't farmers increase their production so as to 
maintain their incomes? 


This problem has been studied by an impressive number of scientists; there 
is no component piece of research known which supports the contention that 
a lowered price brings increased production. 

Here are names of scientists who have made technical studies of the _prob- 
lem: J. D. Black, F. F. Elliott, G. C. Haas, R. L. Kohlas, J. H. Loria, B. H. 
Pubols, Henry Schuitz, W. C. Waite, R. M. Walsh, G. E. Warren, and 0. V. 
Wells. None of these men found that a lower price has, on the average, resulted 
in increased production. 
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The question of how farmers respond to price changes is a searching one; a 
orrect answer must be given if wise decisions are to be made. 

If farmers increase production when prices fall relatively, then they act 
-ontrary to their own interests and contrary to the needs of consumers. Such 
, situation would be intolerable and would call for a full fledged system of 
Government controls. 

If farmers decrease production when prices fall relatively, then they make 
adjustments which are in the interests of all concerned, and can safely be en- 
trusted with a large degree of freedom in planning their production. 

Careful studies indicate that the latter is the case. 

Many people who profess to believe that a low price causes increased pro- 
duction do not, by their actions, support’ this belief. When greater production 
is desired they ask for a higher, not a lower, price. 

The Congress has acted wisely in the past with reference to this issue. When 
vreater production was needed, as for flaxseed during the war, the support price 
was raised to 140 percent of parity. When supplies of potatoes became burden- 
some, price supports were withdrawn. 

One may well question the argument that the price supports which were used 
to encourage increased production during the war should now be used to prevent 
such production increase. 

The effect of price on production is obscured by a number of factors. For 
example, farmers respond not to the price of a commodity as such but to the 
price of one commodity relative to another. The degree of response depends 
on the availability of alternative opportunities. For some commodities there 
are attractive alternatives; for others there is little choice. The length of time 
required to bring about a production change varies with the nature of the 
product. Broiler production can be increased or decreased in response to price 
changes within about 4 months’ time. For most crops, a year is required. 
For cattle 3 or 4 years are needed. For many fruits, price changes do not have 
their full effect until nearly a decade has passed. 

It hus been found that in the absence of controls, if the price of cotton changes 
10 percent, the acreage of cotton the following year changes about 2 percent, 
in the same direction. Wheat acreage responds in a similar manner. Corn 
acreage is less responsive to price changes; the acreage of flaxseed increases 
and decreases Sharply from year to year as prices change. 

The Prospective Plantings for 1956 (March 16, 1956) show farmers expect to 
plant 3.5 percent less corn—prices were sharply lower during the past year. 
Apparently for similar reasons farmers plan to reduce oats 4.1 percent and 
barley 8.38 percent. Farmers plan to plant 10.6 percent more soybeans—prices 
have been stronger and price supports for 1956 have been increased. Flaxseed 
tor similar reasons show an intention to plant 5.3 percent more. 


Senator Youne. I would think you would have those figures in 
your head. 

Mr. Morse. Farmers, of course, as they operate as a business, are 
responsive over a period of time to prices, as are any other businesses. 
This is part senslaale true for commercial production. So much of the 
costs of farming are now cash costs, we would anticipate farmers 
would be even more responsive to price adjustments. 

Senator Youne. I think that is true in certain commodities, par- 
ticularly in perishables such as potatoes, but not in most field crops. 
In my opinion the whole history of field-crop production, and I have 
studied the statistics very carefully, shows that lower prices never de- 
creased seeded acreage or production, either one. 


NAVAL STORES PRODUCTION 


Senator Hotiuanp. Mr. Chairman, I do not know if it is compar- 
able, but in the case of naval stores, the lower support price imme- 
diately resulted in lower production and industry got to 90 percent 
and by its own restraint has kept on 90 percent support price for the 
third year by reason of restrained or diminished production which 
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resulted directly from the very much lower price support some 4 
years ago. 

Senator Youna. I think that is true. 

Senator Roprrrson. I understood the Secretary to say that, while 
acreage production was the principal method of controlling produc. 
tion that the support price did have an effect, and the Departme; 
fixed the support price at 76 percent this year; is that correct? 

Mr. Morse. Yes, sir; that is the announced minimum. 

Senator Hortianp. The Senate raised that. Just at what point does 
the increased support price, in your opinion, affect production? Aj 
how much above 76 would it affect production ? 

Mr. Morse. We are in the transition on what price supports, 
Wheat price support is still based on the old parity, which is higher 
than the new, so the 76 percent in terms of transitional parity that wil] 
be available for this year’s wheat crop is substantially above 76 per- 
cent of new parity. 

Senator Hotianp. It is about 10 cents, I understand. 

Mr. Morse. We still have a very strong wheat price support. 


WHEAT SET-ASIDE 


Senator Hottanp. Why did you put a provision into your 1954 
bill to set aside 500 million bushels that were not to be counted in the 
figure of the support price? 

Mr. Morsr. It is a matter of transition partly. In moving away 
from the levels of price support which we had in the past it was con- 
sidered desirable to give farmers an opportunity to adjust as the tran- 
sition is made. That is part of the answer, Senator. 

Senator Hortanp. What is the difference between setting asic 
500 million bushels and setting aside 750 million bushels as the Senate 
voted to do last night? 

Mr. Morse. If you set aside too much, of course, the price support 
would then be put up again. That was what we were taking into 
recognition in the extent to which the set-aside was recommended and 
used. 

Senator Younc. May I ask a question? 

Chairman Haypen. Yes. 


COTTON PROGRAM 


Senator Youne. Cotton is really in the worst surplus situation now, 
because of the greatly increased production this last year. With cot- 
ton in a worse position than wheat, why have you placed such a price 
on it? 

Mr. Morse. One factor is that cotton is substantially on modernized 
parity basis. It is just a fractional point away from it, whereas 
wheat, based on the transition from old parity, is distinctly above the 
modernized parity. That is the major difference. 

Senator Youne. How do you account for the rest of the difference? 

Mr. Morse. We are working with cotton farmers and the trade to 
get a program for cotton that will begin to meet the competition more 
adequately for cotton, both at home and abroad. The recommended 
change in the base to average grade and staple will cause a price sup- 
port adjustment. 
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Senator Youne. You did another thing: Corn increased our sur- 
pluses this year, yet you approved of a great increase in acreage. In 
cotton you resc inded a cut of about 1.5 million acres. I do not neces- 
sarily oppose the program, but I cannot understand why you do one 
thing for cotton and something else for whe: Wheat producers are 
bringing their production under control an you do not give them any 
consideration. In other commodities that are getting in a worse situ- 
ation, you give them additional acres to increase production. It just 
does not make sense. 


CORN PROGRAM 


Mr. Morse. These crops all have to be looked at separately. You 
vo from wheat, which is a bread grain, to corn which is a feed grain, 
and cotton, Which is a fiber. You cannot lump them together and 
apply a formula across the board and have the best programs for 
farmers. ‘The proposal was not to increase the acreage of corn. 
Farmers have continued to plant about 56 million acres of corn each 
vear. The program that was suggested in connection with the soil 
bank, was that the basic acreage, be approximately what farmers have 
been planting. That would be used as a base from which to work in 
onnection with the soil-bank program. The price support on corn, 
is you know, has been definitely lowered for this coming year, and 
that is in keeping with the law. 

Senator Roserrson. Is the estimate of 3 billion bushels of corn 
going to be accurate when it is made in March before we know what 
the late spring frost is and the early fall frost is going to be ? 

Mr. Morse. Any estimate at this early date would be based on inten- 
tions to plant and average yields. The intentions to plant report just 
came out last week. Farmers plan a reduction of acreage in corn 
and some of the other feed grains, and an increase in soybeans and flax. 

Senator Roserrson. Well, if the plant was 56 million acres last 
year and the Senate cut them to 51 million acres, will they plant the 
51 million do you think, or plant the 56 million again. 

Mr. Morse. I would have to check on that. 

Senator Roperrson. That was the final compromise on the Hicken- 
looper amendment. Your announcement of acreage is 43 million acres. 
They have been planting 56 million and getting a big surplus. Then 
we had a compromise on 51 million, and still - you put out this esti- 
mate. I donot know how you arrive at that. 

Ma. Morse. Farmers, are growing corn primarily for feed, as you 
know. They never know what the weather is going to give them 
for feed. 

Unless the amendment and the bill force them definitely to abide 
by 51 million acres, we would expect that they would continue to plant 
about the same acreage of corn. It isa matter of getting their home 
ieed supply. Of course, if they get a good season like they did last 
year, they will have some extra corn to sell. 


USE OF PRIVATE GRAIN STORAGE FACILITIES 


Senator Dirksen. Mr. Morse, there has been a continuing contro- 
versy about the use of private grain storage and Gov ernment grain 
storage. I suppose you are familiar with it generally, are you “not ? 

Mr. Morsr. Yes, sir. 
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Senator Dirksen. Representative Whitten, of Mississippi, ina, 
some protest about it, and then the operators of private storage hay, 
responded in kind. Have you any comment to make about that? 

Mr. Morse. Only that we feel ‘that the maximum use ought to be 
made of the storage facilities available without building more (oy. 
ernment capacity. Looking to the future, we had hoped that we 
would not be in these commodities to the extent that we are now. ]j 
we build additional Government storage, we are faced with the pox. 
sibility that we may move into a period when there will be (oy. 
ernment bins and storage which is not needed. We have crowded the 
storage capacity of the country to the point where there has been yy 
choice except to build additional Government storage. 


ADEQUACY OF STORAGE FACILITIES 


Senator Dirksen. Is there adequate storage facility now? 

Mr. Morse. No,sir. We have just recently, ‘through the C ommodity 
Credit Corporation, authorized buying up to 100 million bushels more 
bin capacity. Last year we were quite short on corn storage at some 
points, even though | we tried to move in advance and even shipped 
some of the grain to the west coast to get it out of the production areas 
in time to relieve the situation. 

One thing that we ran into last vear which was not anticipated, 
was the very tight steel situation. We waited to get late crop re. 
ports, and then, on the basis of those we realized we needed additional 
storage. W hen we attempted to let the contracts, we found that steel 
was extremely tight and we could not get it loose for the manufacture 
of bins in time. 

Senator Dirksen. Now, there has been some complaint from the 
trade with respect to the use of private facilities for marketing, 
wherever possible. That, of course, was the intent of Congress, with 
respect to surpluses, that wherever private firms could be employed, 
that they should be brought into the picture. There has been some 
protest that that has not been done. 

Mr. Morse. Yes, sir. We have tried to carry out what we felt was 
the intent of Congress, and also, as an administration, we feel that that 
is a correct policy. We get into some situations where it is not prae- 

ical, or would unduly increase the cost. However, exceptions have 
been quite minor, as compared with the total volume of business. 


SUPPLEMENTAL ESTIMATE 


Senator Dirksen. In a table which you submitted here in the justif- 
cation—and I suppose you have a copy of it—you list commodities, 

and then the budget estimate for 1956, and then the current estimate. 
What is the date of that current estimate ? 

Mr. Beacn. That estimate was made in December, Senator. 

Senator Dirksen. In the latter part of December? 

Mr. Bracn. Yes; and, as indicated by Mr. Morse, it has changed 
since that time. 

Senator Dirksen. It has changed ? 

Mr. Bracu. Yes, sir. 

Senator Dirksen. Materially ? 

Mr. Bracnu. Yes: there are an additional 1 million bales of cotton 
loans estimated now. 
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CORN AND COTTON LOANS 


Senator Dirksen. Let us look at that table for a moment. Your 
rst general category is “Loans on corn,” and then “Cotton.” 

Mr. Beacu. Cotton is the No. 1 item. 

Senator Dmksrn. You show 6,525,000 bales on which loans were 
made. 

Mr. Beacu. That was the estimate of loans to be made in this 
fiscal year. 

Senator Dirksen. You say that that is up a million? 

Mr. Beacu. Yes, sir. 

Senator Dirksen. What about corn? 

Mr. Bracu. The corn loan estimate is up 135 million bushels from 
the estimate in December. 

Senator DirkseN. You are giving figures now as of what date? 

Mr. Beacu. As of now. The current estimate as of now. 

Senator Dirksen. Would that be yesterday or the day before? 

Mr. Beacn. As of yesterday or today, either one; yes, sir. 

Senator Dirksen. Then wheat ? 


WHEAT LOANS 


Mr. Beacu. We actually had a larger volume of wheat loans than 
the estimate contemplated. You see, the loans are not available after 
January 31 on wheat. The increase in wheat loans was offset by a 
smaller amount of other loans, particularly soybeans, so that we did 
not count that as a change. 

Senator Dirksen. What is the major change in other grains? 

Mr. Beacu. The table that begins on page 3, sir, shows that. 

Senator Dirksen. These are loans? 

Mr. Beacu. The major grains would be barley, rye, soybeans, and 
grain sorghums. Grain sorghums would probably be the major ones. 

Senator Dirksen. What about your acquisitions on page 3? 

Mr. Beacu. We have not changed those estimates. 

Senator Dirksen. Is there any change in those as of today ? 

Mr. Beacu. There is no change in any other estimates as of today. 

Senator Dirksen. So that those figures will stand ? 

Mr. Beacu. Those figures are still our estimate as of today. We 
have no way of knowing what the actual acquisition will be. 


DAIRY PRODUCTS 


Senator Dirksen. Looks to me as if your dairy products are high. 
You show a current estimate of 821 million pounds. I assume that 
that is butter and powdered milk ? 

Mr. Beacu. And cheese. 

Senator Dirksen. Are we shut off of all butter now ? 

Mr. Beacu. We have no uncommitted butter in inventory; it is all 
committed. 

Senator Dirksen. You have no uncommitted butter. What about 
cheese ? 

Mr. Beacn. We have quite a considerable amount of cheese. 

Mr. Ricnarps. 250 million pounds. 
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Senator Dimksen. And the rest of that would be, I Suppose 
powdered milk ¢ 

Mr. Morse. Yes. 

Mr. Ricuarps. I think it should be clearly understood that ;)\ 
budget estimate, Senator Dirksen, is for the ‘current year. That js 
what we estimate for the rest of this fiscal year. We will ACqUire 
more. We are buying it every day. 

Mr. Morse. We are going into the heavy production season for 1,)}) 

Mr. Ricuarps. Our present stocks would not be indicative of why 
we might spend. 

Mr. Breacu. We have only 20 million pounds of milk powder rig\y 
now. 

DISPOSITIONS 


Senator Dimxsen. Let us look at dispositions. In your budge 
estimate for 1956, you estimated a disposition of 225 million bushel 
of corn and your current estimate is 111 million bushels. What is thy 
outlook for future dispositions in this fiscal year ? 

Mr. Beacu. Do you mean in the fiscal year 1957? 

Senator Dirksen. 1956. 

Mr. Beacu. Both of these estimates are for the fiscal year 1956, 

The first one was made at the time of the budget estimates submis 
sion a year ago, and the other was made in December of this year, 

Senator Dirksen. The point I am making is this: We are nearly wp 
to the Ist of April. That means that we have April, May, and June 
left in the fiseal year. You have been operating now for 9 months 
of fiscal 1956 and you estimated dispositions of 225 million bushels 
of corn. Your current estimate is less than half of that, with three. 
fourths of your fiscal year gone. What do you foresee? What 
changes in condition will there be? 

Mr. Ricwarps. Senator Dirksen, I would like to go into that just a 
little. 

The corn situation is such that we are in a position where we are 
trying to support the price of corn and also we are in a situation wher 
sometimes the more corn we would sell the more corn would be put 
under loan. Actually our policy in recent months has been not to sell 
corn out of CCC stocks for export, but rather, let the private trade 
sell it for export out of the stocks of corn. Thereby we would hope 
to cut down on the stocks that would be taken over under loan, and 
at the same time help the free market, so that one of the reasons for 
reducing that acquisitions estimate was in the hope that the private 
trade would export more and sell more on the free markets. 

Just looking at it from the standpoint of acquisitions, does not give 
you the whole story. 

Senator Dirksen. Does it differ in that respect from other com- 
modities? You are ahead of your estimate on dairy products, 0 
other grains, and on wheat. You are behind your 1956 estimate ou 
cotton and corn. 

Mr. RicHarps. Well, it differs from the dairy products, certainly, 
because, on the basis of prices, and so on, about the only way dispo- 
sitions of dairy products can happen is either byg giveaways or thr ough 
export sales through the Commodity Credit Corporation, while with 
corn, with the market price well below the support price, a lot of corn 
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> can move into export channels through the private trade rather than 
© through CCC. 

Pe DirkKsEN. May I ask that this table which appears in the 
justification be brought up to the most current date, and inserted 
) in the record ¢ 

| Chairman Haypven. Yes, that will be done. 

| (The table referred to follows :) 


‘ 
ad 
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U. S. DEPARTMENT OF AGRICULTURE 
ComMopiITy STABILIZATION SERVICE 


Commodity Comparison of Commodity Credit Corporation original 1956 budget 
estimate with current estimate 





| Percent- 
age 


Commodities | Budget esti- | Current esti- 
| change 


| mate 1956 | mate 
| 


oans made: | | 

C rn ice waa a el are bushels 300, 000, 000 | 385, 000, 000 
Cotton ‘ bales 2, 025, 000 7, 530, 000 
W heat bushels __| 300, 000, 000 250, 324, 000 | 
Other grains : do 312, 500, 000 348, 875, 000 


bushels 210, 000, 000 624, 000 
bales _| 4, 050, 650 | , 387, 000 | 

bushels 145, 000, 000 | 572. 000 | 
do | 230, 000, 000 d 213, 000 | 

pounds __| 35, 000, 000 821, 300. 000 | 


bushels _| 25. 000, 000 | 2, 790, 000 | 
bales _} 2, 490, 000 , 439, 000 
bushels , 000, 000 274, 453, 000 | 
her grain do , 500, 000 216, 640, 000 | 
iiry products iia pounds-__| , 104, 000 , 289, 452, 000 | 


Vaille | 
s made : onan : $2, , 263, 750 | $3, 149, 132, 806 | 
lisitions Bs | 2,590,117,897 | 
ositions a . = , 072, 286 | 
ries at beginning of year 4, , 971, 030 
nventories at end of year Sadie ‘ mal B , 016, 641 
Loans outstanding beginning of year : & , 160, 317 
| Loans outstanding end of year , 749, 726 | 
I ment in price support at beginning of year ata 5 , 131, 347 | 
vestment in price support at end of year Seal ——, , 766, 367 8, 303, 486, 


STORAGE CONSTRUCTION PROGRAM 


Senator Youne. I wish you would take a closer look at programs that 
| would encourage private industry to build more storage in cities and 
/towns. Such programs would be better than all these temporary bins. 
| Mr. Morsz. Weare pushing most to encourage farmers to build stor- 
}ageon their farms. Wecontinue to make available the 4-percent loans 
/ onan amortization basis. On farms is where we would like to get the 
| storage, particularly in feed grains. 
| Chairman Haypen. Are there any further questions? If not, we 
} thank you. 

} Mr. Morse. Thank you, Mr. Chairman. I hope that we may get the 
; full amount of appropriation requested, because we need it for a good 
» Operation. 


74919—56—_§ 
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Forest SERVICE 


STATEMENTS OF RICHARD E. McARDLE, CHIEF; EDWARD P. CLirp 
ASSISTANT CHIEF, FOREST SERVICE, DEPARTMENT OF AGRIcqyq. 
TURE; AND JOSEPH C. WHEELER, DIRECTOR OF FINANCE Ay 
BUDGET OFFICER, DEPARTMENT OF AGRICULTURE 


SUPPLEMENTAL ESTIMATE 


Chairman Haypen. We will now have the Forest Service. 

House Document No. 330 included a supplemental estimate of 
$8,213,500 for “Salaries and expenses.” 

The estimate involves three items, namely: (1) “National forest pro- 
tection and management, $500,000”; (2) “Fighting forest fires, $5. 
250,000”; and (3) “Increase pay costs, $2,463,500.” 

The House allowed $7,913,500, a reduction of $300,000. The reduc. 
tion was applied to “National forest protection and management.” 


JUSTIFICATION 


I will insert the justification in the record. 
(The justification referred to follows :) 


DEPARTMENT OF AGRICULTURE 
ForEST SERVICE 
(H. Doc. 330) 
Salaries and expenses, 1956 


Request 
ee isiaiales ahbidahne alee delat $55, O88, 000 
Obligations to Dec. 31, 1955__---~ ea rete. och aah tat $37, O08, 295 
Expenditures to Dec. 31, 1955 : ae So $31, 886, 546 
ea Nese NE: UNO I i satire mane msenciresb eniemn ieas $61, 388, 000 
Employment : 

Average number current appropriation________- Se 

Average number involved this estimate 683 

Actual employment Dec. 31, 1955_............._._____-_ tenet 7, 411 


PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


1. National forest protection and management, timber management, $500,000 
The purpose of this increase is to provide funds for a contemplated substantial 
increase in the total cut of national forest timber during fiscal year 1956. 
The following summarizes the relationship of timber cut and receipts under 
(1) presently budgeted funds and (2) the proposed supplemental: 








oe ,.<. | Under pro- | 
tein posed sup- Increase 
plemental 


Timber cut (billion board-feet) - - 6.75 %. 
Gross receipts to Treasury $95, 300, 000 | $101, 800,000 | $6, 500, 00 


25 | 0.80 





After deducting the 25 percent portion of receipts which is paid to States 
and the 10 percent set aside for national forest roads and trails, the net returi 
to the Treasury on the proposed supplemental of $500,000 will be $4,225,000. 





itial 


nder 
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9 Fighting forest fires, $5,250,000 

The purpose of this increase is to reimburse the national forest protection and 
management appropriation in the amount which was borrowed from it for 
fighting forest fires during the period July 1955 to December 1955, and to provide 
for emergency fire fighting expenses during the last half of fiscal year 1956 
(January 1, 1956, through June 30, 1956). 
g. Pay Act costs for Salaries and Expenses, $2,463,500 

The purpose of this increase is to provide funds for pay act costs pursuant to 
Public Law 94, approved June 28, 1955: for “National forest protection and 
management,” $1,978,500; for “Control of forest pests,” $30,000; and for forest 
research, $455,000. 

LANGUAGE 


“For additional amounts for “Salaries and expenses,” as follows: 
“National forest protection and management,’ $2,478,500 ; 
“Fighting forest fires,’ $5,250,000 ; 

“Control of forest pests,’ $30,000 ; and 

“Forest research,’ $455,000.” 


EXPLANATION OF LANGUAGE 


This proposed language is recommended to provide a supplemental appro- 
priation of $8,213,500; of which $500,000 will be used for the acceleration of 
timber sales in national forests, $5,250,000 for fighting forest fires, and $2,463,500 
for the cost of pay increases authorized by the act approved June 28, 1955 (Public 
Law 94). 


Justification for supplemental estimate, fiscal year 1956, for “Salaries and 
expenses, Forest Service” 





Supplemental estimate, 


1956 iat 
pei eee Revised 
tion, 1956 estimate ‘i 
Program Pay Act 1956 
. costs 


Salaries and expenses: 
National forest protection and management $35, 811, 500 $500, 000 $1, 978, 500 $38, 290, 000 
Fighting forest fires ‘ 5, 250, 000 5, 250, 000 10, 500, 000 
Control of forest pests 6, 272, 500 30, 6, 302, 500 
Forest research 7, 754, 000 455, 000 8, 209, 000 


WEL cictabacans aus abaadan caw ekennion 55, 088, 000 2, 463, 500 63, 301, 50) 





(1) Increase of $500,000 under the subappropriation “National forest protection 
and management” to provide for a substantial increase in timber sales in 
the national forests 


Additional funds are needed to provide for an anticipated increase timber cut 
of 500 million board feet in fiscal year 1956. The following comparison of timber 
cut and receipts for the first half of fiscal year 1956 with the first half of last 
fiscal year gives strong evidence of a total fiscal year increase beyond the 
budgeted goal: 





1956 


? 


4 
= 
6a 
Z 
3 
—_ 
= 
4 
[en 
Cy 
9 
0 
oy 
_ 
< 
= 
A 
ie} 
a 
_ 
4 
_ 
a 
D 
M 
a 
Z 
9 
oO 
a 
mM 


66 





8 ‘10I$ 
GS ‘2 


(11) (OL) 


3U9019 J yunowly }JUNOULYy | 


Ee 10J ejaiaamdunitonial —— 


[810 | [BIOL 


esvelouy | 


jenqoe 
‘QG6[ J9A0 OSBAIDUT 


[8jusweddns pesodoid sepuy | 


9°6T 


Ivo [BOS 9.1],Uq 


9 ee 
2 ZI 


(g) 


}uU9010g 








Scé6I 


(SAB[[OP WOT[]JUI) $idje0e.1 19q UIT], 
(}99J-p4ivog UOTT[IG) Ind JequUayL 


m193] 





Ivo [Bosy JO JTBY ISI y 








SECOND SUPPLEMENTAL APPROPRIATION BILL, 1956 67 


The above analysis (comparison of columns 4 and 5 with columns 8 and 9) 
shows that cutting for the first half of fiscal year 1956 is progressing at a rate of 
12 percent over the comparable period for 1955. This compares with an in- 
creased rate of 6.6 percent which it was planned to accomplish under currently 
available finances. Under the proposed supplemental it is contemplated that the 
rate of cutting will be increased at the rate of 15 percent over 1955 which is 
only slightly higher than the rate of increase for the first half of the fiscal year. 
Availability of additional funds, primarily during the last quarter of the fiscal 
vear, will permit gearing the timber sales and cutting program to a level which 
should insure attaining the higher goal of 7.25 billion board feet cut for 1956. 

It is probable that the projected increase in receipts is conservative because 
the value of timber sold during the first half (for later cutting) increased sub- 
stantially over the corresponding period last year. 

Even though the timber sales program has been expanded rapidly, pressures 
for sales continue to mount. Startling competitive bidding is becoming more 
and more commonplace. Many mills are on curtailed production because of 
lack of stumpage. Another factor is the urgent need to salvage large volumes 
of timber killed by large fires last September. It is essential to salvage this 
timber promptly. Most of the salvage will be cutting over and above the 
presently planned cutting goals, since only a relatively few mills are in a posi- 
tion to substitute fire salvage logging for timber now under contract. 

Under the above circumstances and with the continued strong demand for 
timber, it becomes impracticable to curtail sales and cutting to stay within 
budgeted goals. The only approach has been to gear the sale program to a 
higher level and request early consideration for increased financing. 

Failure to secure increased financing will result in a variety of changes: 

1. Some brake will have to be placed on the sales program. While it would 
be impracticable to stay within established cutting goals the extent of the in- 
creased cut and resultant receipts to the Treasury would be lowered—probably 
substantially. 

2. Employees would have to be diverted from other urgent projects—fire, 
recreation, land uses, ete. This could involve diverting attention to projects on 
which specific increases were provided by Congress in the 1956 appropriation. 
Also, in view of these specific increases it is not felt that fund transfers from 
other programs would be justified. 

%. Preparation of new sales, which will govern the rate of cutting in 1957, 
would have to be curtailed. While the rate of cutting can be temporarily accel- 
erated for short periods at the expense of sale preparation, it means that unless 
additional funds are provided the cutting program will ultimately be curtailed 
for lack of available prepared sales. This one factor is probably the most 
significant in considering the effect of failure to secure additional funds for 
timber sales in 1956. With a projected goal of 7.75 billion board feet in 1957, 
it is of utmost urgency that a high level of sale preparation be maintained during 
the remainder of fiscal year 1956. 


(2) Inerease of $5,250,000 under the subappropriation “Fighting forest fires” 
The following tabulation and narrative statement presents factual information 


on forest fire fighting obligations and estimates pertaining to national forests in 
fiscal year 1956: 


Obligations in fiscal year 1955 reimbursed from the 1956 appropria- 
ae . $348, 787 
Obligations from July 1, 1955, to Dee. 31, 1955___ _ 9, 240, 418 


Estimated requirements Jan. 1 to June 30, 1956 ; 910, 795 


Total for period July 1, 1955, to June 30, 1956 10, 500, 000 
Less amount available from fiscal year 1956 appropriation 5, 250, 000 


D, oe 


Total of estimate id ce 3 _ 5, 250, 000 


ESTIMATE FOR THE JANUARY 1 TO JUNE 30, 1956, FIRE SEASON 


i Recent history of fire occurrence gives an expenctancy of 3,000-3,500 fires dur- 
ing the last 6 months of the fiscal year. Their suppression will require the con- 
struction of approximately 1,000 miles of fire line and particularly in southern 


California, Arizona, and New Mexico require the employment of large numbers 
of fire fighters and equipment. 
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Expenditures during this 6-months’ period, based on the past 4 years, have 
averaged slightly over 144 million dollars. Two of these 4 years reflected ab- 
normally severe conditions and correspondingly higher expenditures of about 
$1,600,000. Under normal conditions, expenditures during the period should 
approximate $1,100,000. The strengthening of regular protection forces in 
southern California national forests and those participating in the “increased 
manning” experiment, if accompanied by favorable spring fire weather, should 
permit a reasonable chance of reduced expenditurs. On this basis, the estimates 
include $910,795 for the period January 1 to June 30, 1956. ; 

History of appropriations for fighting forest fires—From 1916 through 1959 
the Congress appropriated each year in the regular appropriations act a nominal 
amount for fighting forest fires which was supplemented to the extent requireg 
to reimburse actual expenditures by a supplemental appropriation made after 
the summer and fall fire fighting costs were known. During most of this 
period current year appropriations were made available to meet prior year objj- 
gations when necessary. 

Beginning in fiscal year 1951 Congress appropriated $6,000,000 in the regular 
annual appropriation act for fighting forest fires of which $2,500,000 was 
reserved of emergencies to be apporpriated for use “only to the extent that 
the Secretary of Agriculture, with the approval of the Bureau of the Budget, 
finds necessary to meet emergency conditions.” The provision making the 
current year appropriation available to meet prior year obligations when neces- 
sary was continued. Drought conditions in Arizona and New Mexico resulted 
in very serious and costly fires in that region during the last half of fiscal year 
1951. This exhausted the entire $6,000,000 apprpriation and made it necessary 
to use $591,429 of the “Forest roads and trails” appropriation in accordance with 
provisions of law (31 U. 8S. C. 534) which authorizes advance of funds from 
other appropriations. 

The amount appropriated for fiscal year 1952 was again $6,000,000. However, 
because of the use of $591,429 to meet obligations carried over from the provious 
year, the amount available for meeting emergency forest fire fighting obligations 
of the fiscal year 1952 was $5,408,571. The severe fires in the summer and fall 
of 1951 caused depletion of the entire appropriation and expenditures in excess 
of the amount available for fire fighting were met, temporarily, from other 
“Salaries and expenses” appropriations. A request for a supplemental ap- 
propriation was made of the Congress to permit repayment of the amount 
borrowed from the “salaries and expenses” appropriation and to cover antici- 
pated expenditures for the fire fighting during the spring of 1953. The Congress 
appropriated $3,250,000 for this purpose of which a surplus of $209,556 was re- 
turned to the Treasury as unexpended funds. 

Again in fiscal year 1953 $6,000,000 was appropriated by the Congress to meet 
forest fire fighting expenditures. The amount appropriated exceeded forest fire 
fighting obligations and $365,391 was returned to the Treasury after July 1, 
1953. 

Congress again appropriated $6,000,000 to cover forest fire fighting costs during 
fiscal year 1954. The severe drought during 1953 resulted in serious fires during 
the summer and fall of 1953 and caused depletion of the entire appropriation. 
Expenditures in excess of the amount available for fire fighting were met, tempo- 
rarily, from other “Salaries and expenses” appropriations in acordance with 
provisions of law (31 U. S. C. 584). A request for a supplemental appropria- 
tion was made of the Congress to permit repayment of the amount borrowed 
from the “Salaries and expenses” appropriation and for fire fighting during the 
spring of 1954. The Congress appropriated $4,500,000 for this purpose, of which 
a surplus of $190,797 was returned to the Treasury as unexpended funds. 

Congress again appropriated $6 million to cover forest-fire-fighting costs dur- 
ing fiscal year 1955. Drought conditions and a series of unusual lightning fires, 
primarily in northern California, during June 1955, resulted in several serious 
and costly fires during the last half of fiscal year 1955. This exhausted the 
entire $6 million appropriation and made it necessary to use $348,787 of the 
control of forest pests appropriation in accordance with provisions of law (31 
U. S. C. 584), which authorizes advance of funds from other appropriations. 

Situation in fiseal year 1956.—Congress appropriated $5,250,000 to cover for- 
est-fire-fighting costs during fiscal year 1956. However, because of the use of 
$348,787 to meet obligations carried over from the previous year, the amount 
available for meeting forest-fire-fighting obligations of the fiscal year 1956 was 
$4,901,218. For the reasons already explained expenditures in excess of the 
amount available for fiscal year 1956 have been made. These expenditures have 
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been met temporarily from other “Salaries and expenses” appropriations in 
} accordance With provisions of law (31 U.S. C. 534). The supplemental estimate 
of $5,250,000 will permit the return of the borrowed funds needed for the pur- 
poses for which appropriated and will provide $910,795 for estimated obligations 
| for emergency firefighting during the period from January 1 to June 30, 1956. 


(3) Increase of $2,463,500 for the appropriation “Salaries and expenses” to 
meet pay act increases authorized by the act approved June 28, 1955 (Public 
Law 94) 

Of the $2,854,568 total estimated pay act costs in the “Salaries and expenses” 
appropriation it is estimated that $391,063 will be absorbed primarily in such 
projects as blister-rust control, pest control, fighting forest fires, and reimburse- 
ments. Minor amounts are being absorbed in forest research. 

Pay act costs are being absorbed in the subappropriations “Fighting forest 
fires” and “Control of forest pests” with the exception of the subproject item 
“Leadership, coordination, and technical direction.” 

There follows separate justification statements for each of the three subap- 
propriation items on which pay act costs are being requested : 

National forest protection and management.—Pay act costs cannot be absorbed 
without reducing the level of currently planned program operations. Funds now 
available for the protection and administration of the national forests are 
urgently needed to cover existing job loads. The use of the national forests is 
increasing each year. Some of the uses of the land, particularly recreational 
use, timber harvesting, and special uses (including mining claims), are growing 
very rapidly. This increased use requires additional personnel to handle in- 
creased job loads. 

To absorb pay act costs would require curtailment in activities such as timber 
sales, fire protection sanitation and care of public campgrounds, and maintenance 
of improvements. To curtail such activities would be inconsistent with (1) the 
increases provided in 1956 to strengthen this work and (2) the increases which 
are being requested in all items except fire protection in the 1957 budget esti- 
mates. 

The need for pay act costs is further emphasized by the $500,000 supplemental 
requested in 1956 for timber sales. Also, recent floods in California and Oregon 
have seriously damaged many improvements which will require substantial 
amounts for rehabilitation or replacement. The exact extent of this damage 
has not been determined but preliminary reports indicate that several hundred 
thousand dollars may be involved in the national forest protection and manage- 
ment subappropriation alone. (Road damage probably will run into the millions.) 

Pay act costs cannot be absorbed within currently available funds and the 
estimated supplemental is urgently needed because the job load related to the 
management and protection of the national forests is increasing constantly. 
Consequently, the national forests are being utilized and managed more inten- 
sively than ever. This expansion requires increased manpower facilities, equip- 
ment, and supplies. This greater intensive management is in the best interests 
of the Nation, both from the immediate gains being made by substantial increases 
in revenues to the Treasury and in the long-term gain which will provide increas- 
ing products for use by future generations. 

Control of forest pests, white pine blister rust—An increase of $30,000 is 
needed to cover the pay act costs for the personnel who give the leadership, 
coordination and technical direction to the control program against white pine 
blister rust under the Lea Act of April 26, 1940. Total pay act costs for this 
item is $34,500 of which $4,500 is being absorbed. 

The appropriation for this item in the white pine blister rust control pro- 
gram for fiscal year 1956 is $590,000, which has been budgeted for the employ- 
ment of the technical staff. This staff directs the program of 5 regions and 
the work in 26 States on a total of 23.3 million acres. No additional funds 
are being requested to meet pay increases in the control project items of this 
program. The appropriation for control work in national forest on Interior 
Department lands, and on State and privately owned lands is over $2 million. 

It is not advisable to withdraw control funds from the project area to meet 
the pay increase cost of the leadership item because of the urgency for control 
work on the ground and the reduction in protected acreage which would have 
to be taken. It is also not advisable to reduce leadership personnel in order 
to meet the added cost due to the dependence on technical skill in this work 
and the need for continuity of this experienced personnel to get the job done. 

The increase is needed to accomplish the program planned. 
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Forest research.—The need to provide a strong, factual basis for more efficiey: 
management, protection, and utilization of our forests, water, and range rp. 
sources is generally recognized. To provide such a basis requires a strong 
research program. Absorption of Pay Act costs in the forest research progray 
can only mean a curtailment in the present level of program operations, 

To absorb the costs, it would be necessary to do 1 of 3 things: 

(1) Spread the increased costs proportionately over all activities and proj 
ects which would result in substantially lowered operation, and in some cases jy 
inefficient operation. 

(2) Discontinue some longtime research such as the continuous records of 
timber growth, mortality, and development of new hybrids on experiments) 
forests, thus throwing away the investment so far made in the work, or 

(3) Eliminate or substantially reduce newly authorized projects such as the 
expansion in research on longleaf and slash pine in the South and watershe 
management research at numerous locations in the country for which Congrey 
has appropriated money and directed work to start. 

The policy to accelerate forest research is evidenced by increases in funds 
fo 1956 for this purpose and by the increases which are included in the 1937 
budget estimates. It is further evidenced by the increases requested in the 
agricultural research program of the Department of Agriculture, which js 
designed to help keep ahead of the critical farm problems which is so essentia| 
to assuring a sound and stable agriculttural economy. It would, therefore, ap 
pear inconsistent to propose that currently financed programs be reduced through 
the mean sof absorbing pay-act costs. If the current level of forest researc) 
is to be maintained and strengthened, it is urgent that supplemental funds be 
provided to cover Pay Act costs. 


Chairman Haypen. I will just have you talk on that point. 

Mr. McArpiz. Thank you. Assistant Chief Cliff will speak for 
the record. 

Mr. Curr. Mr. Chairman, the reduction made by the House was 
in the funds which were requested for timber management and par- 
ticularly the making, processing, and administration of timber sales, 

We made this request to enable us to step up the timber harvest on 
the national forests by a half billion feet during the current fiscal 
year over the amount that could be accomplished with the fund 
available in the regular appropriation. That half billion feet. would 
bring in a return of $6.5 million to the Treasury. 


HOUSE COMMENT 


The House committee allowed $200,000 of this increase, and the 
balance of $300,000 was disallowed. 

They gave as the reason, and I quote from the House report— 
* * * the need for a 2-month running start on the large increases provided 
for timber-cutting purposes in the regular bill for 1957 does not appear to be 
of such urgency as to warrant treatment in a supplemental bill. 

This indicates that there may be some misunderstanding on the 
part of the House committee as to the need for this increase. 

We justified the request for an increase partly on the basis of 
salvage cutting which is needed as a result of the fire situation in 
the west coast last fall, but primarily to maintain the es of cutting 
which was attained during the first half of the fiscal yea 


EFFECT OF REDUCTION 


Chairman Haypen. It is not so much the increase. I could ask 
how much would your cuts be increased if you are allowed the full 
amount? But what you are really driving at is that you want to 
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keep up the cutting at the rate that it has now been going on, is that 
correct ! 

Mr. Curr. That is right. 

Chairman Haypen. If you do not get this money, you will have to 
slow it down ¢ 

Mr. Curr. We will either have to curtail the cutting program dur- 
ing the balance of the fiscal year or divert manpower and funds from 
other important activities. 

Chairman Haypen. Then if Congress allows what you ask for in 
the budget estimate for this purpose for the full fiscal year, you 
will have to step it up again ? 

Mr. Curr. That is correct. 

Chairman Haypen. This will, in other words, prevent the dip in 
the cutting phase ? 


TIMBER-CUTTING REVENUES 


Mr. Cure. Yes, sir. This is the most productive activity we engage 
in from the standpoint of revenue. 

Chairman Haypen. If what you are saying is true, it would be 
poor economy to slow down and then start up again. 

Mr. Curr. We feel that it would be poor economy, not only from 
the standpoint of returns to the Treasury, but it would work a hard- 
ship on timber-dependent communities, where the demand for timber 
is very urgent. 

Senator Dirksen. Do you actually get $13 for $1 out of this? You 
say that this would be productive of $6.5 million in timber sales for 
$500,000? 

Mr. Curr. Yes, sir. 

Senator Dirksen. That would be $13 for $1. 

Mr. Curr. Yes, sir. We get a return of something over $10 for 
every dollar we spend, and the area where this cutting will be done 
the average timber stumpage prices are running about $13 a thou- 
sand and we anticipate that we would be able to increase the cut by a 
half billion feet, with $500,000, which, under this stepped-up pro- 
gram, would be 13 for 1; yes, sir. 

Chairman Haypen. How much would it mean on gross receipts? 

Mr. Curr. On gross receipts, it would mean a difference of $4 
million between what the House committee allowed and what we 
have requested. 


SALVAGE OF FIRE-KILLED TIMBER 


Chairman Haypen. Now, in approving this $200,000 for this pur- 
pose, the House referred to the salvage of fire-killed timber. There 
was no way of knowing of the problem at the time you appeared 
before the committee on your regular bill. Is the House allowance 
adequate to handle the situation of the damaged timber? 

Mr. Cuirr. It is sufficient to handle the fire-killed timber. How- 
ever, we have had additional losses as a result of the storms last De- 
cember in the West, where we had something over 200 million feet 
blown down, which will require salvage. That was not in the picture 


: all when we first submitted the budget request to the Budget 
ureau. 
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Chairman Haypen. The blown-down timber requires attention jug 
the same as the burned-over timber? 

Mr. Curr. That is correct. 

Chairman Haypen. I would imagine that it requires it even mor 
so because of insect infestation ? 

Mr. Curr. That is correct, Senator. 

Senator Rosertson. I have one question. 

Mr. Cliff, the $300,000 deleted by the House was withheld primarily 
because the House alleges that you are anticipating some of this 
timber salvaging in your 1957 program. Is that true that you ap 
trying to move up by a few months some of the work that you had 
anticipated for the next fiscal year? 

Mr. Curr. No, Senator, that is not the main reason for this request, 

The main reason we made this request was that at the end of the first 
quarter of the fiscal year it was very apparent that the demand for 
timber and our rate of cutting was going to exceed the level which 
was financed by the regular budget. Then we had the salvage prob- 
lem come into the picture. 

Senator Roperrson. Then the statement in the House report is not 
entirely accurate, is it? 

Mr. Curr. I think they didn’t fully understand our presentation, 
Senator. 

Chairman Haypen. Has the Forest Service anything further to 
say ? 

Mr. McArpte. No, sir. 

Chairman Haypen. Thank you. 

Mr. Wheeler, do you want to make a statement for the record’ 


SUPPLEMENTAL ESTIMATES FOR PAY ACT COSTS 


Mr. Wueeter. Mr. Chairman, there is a series of items starting on 
page 33, line 4, and running to page 34, line 10, which are supple- 
mental appropriations for various items in the Department for the 
pay act costs, arising out of Public Law 94, passed in the last session 
of the Congress. 

The House allowed the amounts in full. I would like to insert the 
justification, if I may, for the record, and, of course, recommend that 
the Senate go along with the House action on these items. 

Chairman Haypen. That will be done. 

(The justification referred to follows :) 


UNITED STATES DEPARTMENT OF AGRICULTURE 
(H. Doe. No. 341) 


Proposed supplemental appropriations for increased pay costs, 1956 
Request for fiscal year 1956 $5, 388. 700 
PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


Pursuant to the act of June 28, 1955 (Public Law 94), increasing the rates of 
basic compensation for certain officers and employees of the Federal Govert- 
ment, the total increase in pay costs for the Department is estimated to be 
$22,088,026 during fiscal year 1956. An analysis has been made of all appro- 
priations and funds available to the Department, and to the maximum possible 
extent increased pay costs will be absorbed through savings to be realized as 4 
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result of delays in filling vacancies, and other adjustments in administrative 
expenses that can be made without impairing essential program operations. Itis 
estimated that $8,426,826, or about 38 percent of the total pay act costs can be 
so absorbed. Supplemental appropriations of $13,661,200 and authority to make 
certain transfers and to increase the administrative expense limitation for the 
Commodity Credit Corporation are therefore needed to provide funds to pay the 
balance of the pay act costs. 

Of the total supplemental appropriations for pay act costs requested for 1956, 
$8,227,500, including $2,463,500 for the Forest Service, is contained in House 
Document No. 330, submitted by the President on February 8, 1956, along with 
supplemental requests for specific program requirements. 

A request for supplemental appropriations in the amount of $5,433,700, for the 
remaining appropriation items of the Department, including $45,000 for the 
Forest Service, is contained in House Document No. 341, submitted by the Presi- 
dent on February 20, 1956. House Document No. 341 also includes proposed 
language which would authorize the transfer of funds between certain appro- 
priation items to cover increased pay costs in the amount of $985,000. 

The attached table reflects a detailed breakdown by appropriation items of the 
total increased pay costs due to Public Law 94, amounts absorbed by the Depart- 
ment, and supplemental appropriations and authorizations requested in House 
Document No. 330 and House Document No. 341. 


LANGUAGE 
(Excluding item for Forest Service) 
“Department of Agriculture 


“Agricultural Research Service: 

“ ‘Research on strategic and critical agricultural materials’, $14,000; 

“‘Foot-and-mouth and other contagious diseases of animals and poultry’, 
$45,000 : 

“Extension Service: Federal Extension Service: 
“ ‘Administration and coordination’, $60,000, to be derived by transfer from 
the appropriation ‘Payments to States, Hawaii, Alaska, and Puerto Rico’ ; 
“Farmer Cooperative Service’, $19,000 ; 
“Soil Conservation Service : 
“Conservation operations’, $3,650,000 ; 
“Agricultural Marketing Service: 

“ ‘Marketing research and service’, $1,300,000, of which $925,000 shall be 
derived by transfer from the appropriation ‘Payments to States, Hawaii, 
Alaska, and Puerto Rico’, Extension Service ; 

“Foreign Agricultural Service’, $80,000; 
“‘Commodity Exchange Authority’, $44,000 ; 
“Commodity Stabilization Service: 

“ “Agricultural adjustment programs’, $150,000 ; 
“ederal Crop Insurance Corporation’, $214,200; 
“Federal Crop Insurance Corporation’, $214,200 ; 

“ ‘Salaries and expenses’, $460,000 ; 

“Office of the General Counsel’, $116,000 ; 
“Office of the Secretary’, $138,000 ; 
“Office of Information’, $43,500; 

“ ‘Library’, $40,000 ;”’. 


EXPLANATION OF LANGUAGE 


The proposed language would provide total additional appropriations in the 
amount of $5,388,700 in fiscal year 1956, for the appropriation items listed in 
House Document 341, for increased pay costs granted by the act of June 28, 
1955 (Public Law 94). 
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JUSTIFICATION FOR SUPPLEMENTAL ESTIMATE, FISCAL YEAR 1956, FOR INCREASED 
PAY COSTS 


Agricultural Research Service 


Research on strategic and critical agricultural materials: 
Appropriation, 1956 
Supplemental appropriation, 1956 


Revised estimate, 1956 


This appropriation item finances the Department’s responsibilities under the 
Strategic and Critical Materials Stock Piling Act of July 23, 1946. Section 7 
(b) of this act authorizes and directs the Department to make scientific, techno. 
logic, and economic investigations of the feasibility of developing domestic sources 
of supplies of any agricultural materials or substitutes determined by the Offic 
of Defense Mobilization to be strategic and critical. Investigations are at pyres. 
ent being conducted on the domestic production of vegetable tannins, castor oj), 
and various strategic fibers. 

Total pay act costs under this’appropriation are estimated to he $14,000 for 
the fiscal year 1956. Work under this program is undertaken entirely upon the 
recommendation and request of the Office of Defense Mobilization, and the entire 
amount budgeted for fiscal year 1956 will be required to carry out the investi- 
gations now underway. 


Foot-and-mouth and other contagious diseases of animals and poul- 
try, research : 
Appropriation, 1956 ; $1, 900, 00 
Supplemental appropriation, 1956 45, 000 
Revised estimate, 1956 1, 945, 000 


The subappropriation item “Research” finances research on foot-and-mouth 
disease in security research facilities located at Plum Island, N. Y., as authorized 
by the act of April 24, 1948 (21 U.S.C. 113 a). 

The total increased pay costs under this item for fiscal year 1956 is estimated 
to be $45,000, for which a supplemental appropriation will be required. The ey- 
panded research facilities at Plum Island, N. Y., are rapidly nearing completion 
and an increase in this subappropriation for fiscal year 1957 is included in the 
1957 budget. It will be necessary to absorb costs of about $54,000 during this 
fiscal year within the funds presently available for this program due to in- 
creases in wage board rates and to the shifting to wage board rates pursuant 
to Public Law 763, approved September 1, 1954, of many employees formerly 
under the Classification Act. Any absorption of pay act costs would, therefore, 


directiy impair the ability of the Department to carry out this program at the 
required level. 


Ertension Service 


Salaries and expenses, administration and coordination : 
Appropriation, 1956 $1, 920, 0M 
Proposed transfer, 1956___- 60, 000 


Revised estimate, 1956 % 1, 980, 0% 


Increased pay costs due to Public Law 94 under this item are estimated to be 
$116,800 for fiscal year 1956. It will be possible to absorb $56,800 of the in- 
creased pay costs, primarily through delay in filling vacant positions. It is pre 
posed to transfer $60,000 from the appropriation “Payments to States, Hawaii, 
Alaska, and Puerto Rico, Extension Service” to cover the remainder of the pay 
act costs. 

This subappropriation item finances the administration, coordination, and 
program leadership for the cooperative extension program in the 51 States and 
Territories. The Federal Extension Service, as a partner in the cooperative 
extension effort, is responsible for administering the provisions of Federal laws 
authorizing extension work; coordinating the work among the States in coopera- 
tion with committees of State directors and through other means; pioneering 10 
new educational methods; evaluating the results of work performed ; maintain- 
ing liaison with research, service, adjustment, and regulatory agencies of the 
Department; coordinating educational work of the Department; and cooper- 
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ating with other departments of Government and private organizations in mat- 
ters relating to extension education. ; : ; 

The cooperative extension program has been expanding in recent years in 
response to the growing need for more intensive educational assistance to farm 
families, to enable them to utilize more effectively the latest results of agri- 
cultural research, technological advancements, and market information. It is 
essential that the program be maintained at the planned and approved levels if 
farm families are to realize the full benefits of the cooperative effort to assist 
them in solving their farm problems. 


Farmer cooperative service 
Salaries and expenses : 
Appropriation, 1956 
Supplemental appropriation, 1956 19, 000 


Revised estimate, 1956 427, 000 


Increased pay costs due to Public Law 94 under this item are estimated to be 
$24,445 for fiscal year 1956. It will be possible to absorb $5,445 of the increased 
pay costs, primarily as a result of savings realized through delay in filling vacant 
positions. A supplemental appropriation of $19,000 will be required to cover the 
balance of the Pay Act costs. 

The Service has a small highly trained professional staff conducting the 
activities authorized under this appropriation. The normal turnover is low, 
particularly of professional personnel and will not permit absorption of all 
the increased pay costs. 

Activities are conducted by a compact group of professional workers organ- 
ized in commodity or functional branches supported by statistical and clerical 
workers. Further absorption of pay costs in 1956 would compel curtailment 
of the professional and supporting personnel. Any further staff reduction 
would seriously impair the ability of the Service to perform work required in 
the public interest to assist farmers and their cooperatives with their prob- 
lems in marketing farm products or in purchasing farm supplies and services. 


Soil Conservation Service 


Conservation operations : 
Appropriation, 1956 $59, 300, 000 
Supplemental appropriation, 1956 650, 000 


Revised estimate, 1956 62, 950, 000 


Increased pay costs due to Public Law 94 under this item are estimated to be 
$3,729,000 in fiscal year 1956. It will be possible to absorb $79,000 of the in- 
creased pay costs. A supplemental appropriation of $3,650,000 will be required 
to cover the balance of the pay act costs. 

Due to a large backlog of planning and application work under this item, 
there is no opportunity to absorb the increased pay costs without impairing the 
program operations. Any savings which accrue from improvements in meth- 
ods and efficiency are immediately used to employ additional technicians and 
aides to accelerate assistance to soil-conservation districts in the planning and 
application of conservation practices on cooperator’s farms. 

In order that the Service may fulfill its commitments to the soil-conservation 
districts, accelerate soil surveys, speed up the publication of soil-survey maps 
and reports, and service the Farmers’ Home Administration soil and water 
conservation loans, it is essential that the additional funds be provided for 
the Pay Act costs. 


Agricultural Marketing Service 


Marketing research and service: 
Appropriation, 1956 $23, 006, 000 
Supplemental appropriation, 1956 375, 000 
Proposed transfer, 1956 925, 000 


Estimated funds available, 1956 24, 306, 000 


Increased pay costs due to Public Law 94 under this appropriation are esti- 
mated to be $1,402,000 in fiscal year 1956. It will be possible to absorb $102,000 
of the increased pay costs. It is proposed to transfer to this appropriation 
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$925,000 from the appropriation “Payments to States, Hawaii, Alaska, and Puerto 
Rico, extension service” to cover part of the Pay Act costs. A supplementa| 
appropriation of $375,000 will be required to cover the balance of the Pay Ag 
costs. 

Under this item the Agricultural Marketing Service provides agriculturg| 
producers, handlers, dealers, and others with research results and marketing 
services which are essential to the orderly marketing and distribution of agyj. 
cultural products. They include marketing research, economic and Statistica] 
analysis, crop and livestock estimates, market news, inspection and grading 
service, and regulatory activities. All of these programs are now operating 
under plans based on the maximum level possible within available funds. Hoy. 
ever, they are still not keeping pace with the demand of research advisory cop. 
mittees, farm organizations, farmers, consumers, and other public and private 
agencies for expanded research and service programs to assist in the orderly ang 
efficient marketing of farm products. These programs have been expanding over 
the last few years and funds for further expansion are included in the Pre,j. 
dent’s budget for 1957. Further emphasis, particularly on marketing researc), 
is a part of the President’s farm program. 

Any additional absorption of increased pay costs would necessitate curtailment 
or elimination of a number of existing research activities and marketing services. 
These would include research directed toward increasing efficiency of resource 
uses in marketing, expanding outlets, and reducing product losses and marketing 
costs; elimination or less frequent issuance of situation and outlook reports and 
crop and livestock estimates reports; curtailment of market news services at 
specific points or for specific commodities; curtailment of mandatory inspection 
and grading service provided under the United States Grain Standards Act, the 
Tobacco Inspection Act, and the Cotton Acts; the curtailment of regulatory 
activities under the Federal Seed Act, Packers and Stockyards Act, and the 
United States Warehouse Act. 

Curtailment or elimination of existing research and service work and failure 
to carry out the planned programs would affect agricultural marketing through- 
out the Nation, would deny producers and handlers efficient services on which 
they rely in making marketing decisions and carrying on their operations and 
would be inconsistent with the President’s farm message and the 1957 budget. 


Foreign agricultural service 
Salaries and expenses: 
Appropriation, 1956 $3, 365, 000 
Supplemental appropriation, 1956 


Revised estimate, 1956 3, 445, 000 


Increased pay costs due to Public Law 94 under this item are estimated to be 
$134,000 in fiscal year 1956. It will be possible to absorb $54,000 of the increased 
pay costs, primarily through savings realized as a result of delay in filling posi- 
tions in the attaché program. A supplemental appropriation of $80,000 will be 
required to cover the remaining Pay Act costs. 

Under this appropriation the Foreign Agricultural Service administers the 
foreign agricultural programs of the Department and develops plans and policies 
related to the administration of the foreign affairs and interests of United States 
agriculture. It disseminates to American agriculture the basic information 
essential to the aggressive foreign marketing of United States agricultural prod- 
ucts and to making necessary adjustments to meet changing situations abroad. 

The Service administers a worldwide agricultural attaché service, with partic- 
ular emphasis on the development of markets for American products, and on trade 
reporting from foreign areas designed to aid American farmers and exporters. 
Although it has been difficult to recruit the best qualified personnel to fill the 
positions at some of the foreign posts, it is expected that all of the few remaining 
positions will be filled in the near future. Most of the candidates have been 
selected, and as soon as security and other clearances can be obtained, appoint: 
ments will be made and travel will be authorized. 

While the lag in recruitment of attachés during the first 6 months of the year 
will enable the Service to absorb about 40 percent of the increased pay costs for 
fiscal year 1956, any additional absorption would result in displacing employees 
who have now been assigned to posts or in undesirable delays in staffing the few 
remaining posts. Agricultural attachés have important responsibilities in the 
development of foreign markets for American agricultural products and it was 
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essential that vacant attaché posts be staffed as soon as qualified candidates 


could be recruited. 
Commodity exchange authority 


Salaries and expenses : 
Appropriation, 1956 
Supplemental appropriation, 1956 


Revised estimate, 1956 


Increased pay costs due to Public Law 94 under this appropriation are esti- 
mated to be $47,600 in fiscal year 1956. It will be possible to absorb $3,600 of 
the Pay Act costs through savings realized as a result of delay in filling vacant 
positions. A supplemental appropriation of $44,000 will be required to finance 
the balance of the Pay Act costs. 

This appropriation finances the administration of the Commodity Exchange 
Act of September 21, 1922, as amended. The major objectives of the act are to 
prevent commodity price manipulation and corners; prevent dissemination of 
false and misleading crop and market information affecting commodity prices ; 
protect hedgers and other users of the commodity futures markets against 
cheating, fraud, and manipulative practices; insure the benefits of membership 
privileges on contract markets to cooperative associations of producers; insure 
trust-fund treatment of margin moneys and equities of hedgers and other traders 
and prevent the misuse of such funds by brokers; and provide information to 
the public regarding trading operations and contract markets. 

It is not possible to absorb a larger portion of the increased pay costs and at 
the same time maintain program operations at the level necessary to assure 
effective supervision and regulation of commodity exchange markets and to 
implement the amendment to the Commodity Exchange Act, approved July 26, 
1955, providing for a new program to regulate futures trading in onions. 


Commodity stabilization service 


Agricultural adjustment programs: 
Appropriation, 1956 $39, 000, 000 
Supplemental appropriation, 1956 150, 000 


Revised estimate, 1956 39, 150, 000 


Increased pay costs due to Public Law 94 under this appropriation item are 
estimated to be $866,458 in fiscal year 1956. It will be possible to absorb $216,- 
458 of the Pay Act costs, primarily through adjustments in program operations. A 
supplemental appropriation of $150,000 will be required to cover the balance of 
the Pay Act costs. 

This appropriation provides funds to carry out acreage allotment and market- 
ing quota programs authorized by title III of the Agricultural Adjustment Act of 
1938, as amended. These programs are designed to assist in minimizing fluctu- 
ations in the supply, marketing, and price of basic agricultural commodities— 
tobacco, peanuts, cotton, wheat, corn, and rice. 

The total amount of funds available for fiscal year 1956 agricultural adjust- 
ment programs is more than $1 million less than the amount available for fiscal 
year 1955, even though the workload has expanded during the 1955 crop year 
beyond that contemplated in the budget. Only by practicing the strictest econ- 
omy in all phases of operations will it be possible to effect a savings of $216,458 
which will make the cost of operation, excluding pay increase, $38,783,542 for 
fiscal year 1956. Adding the cost of the pay increase, $366,458, brings the total 
cost to $39,150,000. It would not be possible to absorb any part of the $150,000 
supplemental request without impairing the effectiveness of program operations. 


Federal Crop Insurance Corporation 


Operating and administrative expenses : 
Appropriation, 1956 $6, 000, 000 
Supplemental appropriation, 1956 200 


Revised estimate, 1956 6, 214, 200 


Increased pay costs due to Public Law 94 under this appropriation are esti- 
mated to be $214,200 in fiscal year 1956. A supplemental appropriation for the 
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entire amount of the increased pay costs will be required to enable the Corpora. 
tion to carry out the planned crop insurance program in fiscal year 1956. 

This appropriation finances most of the administrative expenses of the Foeq. 
eral Crop Insurance Corporation, a wholly owned Government Corporation 
created February 16, 1988 (7 U. S. C. 1501) to carry out the Federal Crop Ingy;. 
ance Act. In fiscal year 1956, $1,500,000 of the administrative expenses of the 
Corporation will be financed from premium income deposited to the capita 
fund of the Corporation. Crop insurance offered to agricultural producers py 
the Corporation provides protection from losses caused by unavidable natura) 
hazards, such as insect and wildlife damage, plant diseases, fire, drought, flood, 
wind, and other weather conditions. 

It is estimated that obligations totaling $7.5 million will be incurred in 195¢ 
in administering a 400,000 contract workload, exclusive of increased pay costs 
and direct costs of loss adjusters. If the supplemental request is not provided, 
the increased pay costs would have to be charged against premium income. Jy 
view of the Corporation’s present impairment of capital funds, such action 
would result in the further depletion of available capital. In addition the 
1956 sales program would have to be curtailed accordingly so as not to exceed the 
authority for the expenditure of $1.5 million for administrative expenses fron 
premium income, contained in the 1956 appropriation act. 


Rural Electrification Administration 


Salaries and expenses: 
Appropriation, 1956 


$7, 680, 000 
Supplemental appropriation, 1956 


450, 000 

8, 140, 000 

Increased pay costs due to Public Law 94 under this appropriation item are 
estimated to be $461,500 in fiscal year 1956. A supplemental appropriation of 
$460,000 will be required to maintain the loan and construction programs at the 
level planned for fiscal year 1956. 

This appropriation item finances the administrative expenses incident to the 
making of loans for the extension of central station electric service to unserved 
rural people and for furnishing and improving rural telephone service. Essen- 
tial loan security activities are carried out to provide technical assistance and 
advice to borrowers so that they can plan and conduct their operations in a 
manner that will insure a financially sound basis for repayment of loan funds 
to the Government. 

In carrying out only the most essential activities for rural electrification and 
rural telephone programs during the first 6 months of the fiscal year, the admin- 
istrative funds available have been fully obligated. If the amount requested 
for the increased pay costs is not provided there would have to be a serious cur- 
tailment of the REA programs. 

The staff of the electrification program has already been reduced and opera- 
tions are being carried out at the minimum level. Attention to loan security 
activities is being held to the lowest possible safe level, and any further reduc- 
tion in the staff working on loans and construction would necessitate a reduction 
in the current rate of lending and construction of facilities. 

In the telephone program it has become apparent during the first 6 months 
of the fiscal year that even under improved procedures, the careful processing 
of telephone applications is requiring more work than was anticipated. This is 
resulting in some deferment in construction and loan security activities, even 
though the telephone staff is being maintained at the maximum level. The con- 
struction workload is increasing rapidly and it is of the utmost importance that 
the work be handled as currently as possible if the objectives of the REA loans 
are to be accomplished in bringing modern telephone service to the farms and 
other rural areas. As construction is completed, and an increasing number of 
telephone borrowers start operating modern telephone systems for the first time, 
it is vitally important that REA be in a position to carry out the necessary work 
in loan security activities to protect the security ef the Government loan. Any 
reduction in the telephone staff would result not only in a reduction in the loan 
and construction programs but also a further deferment of essential loan security 
activities on outstanding loans. 


Revised estimate, 1956 
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Office of the General Counsel 


Salaries and expenses : 
Appropriation, 1956 $2, 140, 000 
Supplemental appropriation, 1956 116, 000 


Revised estimate, 1956 2, 256, 000 
Increased pay costs due to Public Law 94 under this appropriation item are 


) estimated to be $177,400 in fiscal year 1956. It will be possible to absorb $61,400 


of the pay act costs through savings realized due to delay in filling vacant posi- 
tions, and by an additional transfer of funds from the Commodity Credit Cor- 
poration to cover pay act costs applicable to the legal work performed for the 
Commodity Credit Corporation. A supplemental appropriation of $116,000 will 
be required to pay the balance of the pay act costs. 

This appropriation item finances most of the expenses of the office of the 
General Counsel which, as the law office of the Department of Agriculture, 
performs all of the legal work arising from the activities of the Department. 

The workload of the Office of the General Counsel depends on the amount of 
legal work arising out of the programs of the other agencies of the Department. 
In view of the continued large number of hearings on marketing order and agree- 
ment programs proposed, increased demands for legal assistance in connection 
with multiple use of surface resources of public lands and related mining activ- 
ities, the expanded soil and water conservation loaning programs, the increased 
emphasis to dispose of CCC inventories and the large number of hearings and 
volume of litigation in connection with acreage allotments, it is essential that 
the additional funds requested for increased pay costs be provided so that the 
effectiveness of the Department’s programs will not be impaired. 


Office of the Secretary 
Salaries and expenses : 
Appropriation, 1956 $2, 144, 300 
Supplemental appropriation 1956 138, 000 


Revised estimate, 1956 2, 282, 300 


Increased pay costs due to Public Law 94 under this appropriation item are 
estimated to be $151,715 in fiscal year 1956. It will be possible to absorb 
$13,715 of the pay act costs through savings realized as a result of delay in 
filling vacant positions, and by an additional transfer from the Commodity 
Credit Corporation to cover the pay act costs applicable to work performed 
for the corporation. A supplemental appropriation of $138,000 will be required 
to cover the balance of the pay act costs. 

This appropriation finances the expenses of the immediate Office of the Sec- 
retary which has broad responsibility for the development of national agricul- 
tural policies and for the general management of the Department of Agriculture 
under the laws enacted by the Congress. Specific departmental functions are 
also financed under this item which includes personnel administration and 
service, budgetary and financial administration and service, general operations, 
and regulatory hearings and decisions, which includes the work of the hearing 
examiners and that of the judicial officer, and the National Agricultural Ad- 
visory Commission. 

_ Over the period of the past 10 years, the size of the staff in the Office of the 
Secretary has been reduced considerably, although the overall direction and 
coordination of the Department and the discharge of responsibilities in budget, 
finance, personnel and general operations have not been decreased. The office 
has had to absorb within-grade promotion costs, increased costs due to insurance 
benefits, uniform allowances and other fringe benefits. It is not possible for 
the Office of the Secretary to absorb any additional amount of the increased 
pay costs without materially impairing the overall direction of the Department 
and the discharge of responsibilities in budget, finance, personnel, and general 
service functions. 
Office of Information 

Salaries and expenses: 

Appropriation, 1956 $1, 238, 000 

Supplemental appropriation, 1956 


Revised estimate, 1956 
74919—56——6 
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Increased pay costs due to Public Law 94 under this appropriation ite, are 
estimated to be $47,400 in fiscal year 1956. Of this amount, $3,900 can ), 
absorbed, and a supplemental appropriation of $43,500 is proposed to cover the 
balance of the pay act costs. 

This appropriation item finances the administrative expenses of the Office of 
Information which has general direction and supervision of all publications 
and other information policies and activities of the Department including }), 
tinal review, illustrating, printing and distribution of publications, Clearan« 
and release of press, radio, television, and magazine materials, maintenance of 
central files of news and general illustration-type photographs ; and the prepar. 
tion and distribution of exhibits and motion pictures. The Office also publisies 
the Yearbook of Agriculture, the annual report of the Secretary of Agricultyy 
the Department Directory, the Department List of Publications; handles ti, 
details of distributing farmers’ bulletins allotted to Members of Congress; ayg 
services letter and telephone requests for general information received in thy 
Department. 

It would not be possible to absorb any additional pay increase costs withoy 
seriously affecting the supply of publications available for distribution py 
Members of Congress and this Department, and the filling of requests receiyeg 
by this Department. 

Library 
Salaries and expenses: 
Appropriation, 1956 


S659, 950 
Supplemental appropriation, 1956 


40, 01M) 
Revised estimate, 1956 699, 950 


Increased pay costs due to Public Law 94 under this appropriation item are 
estimated to be $44,700 in fiscal year 1956. Of this amount, $4,700 can be ab 
sorbed, and a supplemental appropriation of $40,000 is proposed to cover the 
balance of the Pay Act costs. 

This appropriation covers the administrative expenses of the Library which 
makes available to the research workers of the Department and the State agri- 
cultural colleges, as well as to the general public, the agricultural knowledge 
of the world that is contained in published literature. 

During the past 6 years the annual Library appropriations have been decrease( 
more than $75,000. During this same period costs have increased for salaries, 
publications, travel and transportation. In addition, employee benefits such as 
social security and insurance have added Library expenses. Although man- 
agement improvements in the Library have permitted partial absorption of the 
increased costs during this period, additional absorption of the increased pay 
costs would require a reduction in personnel and would result in curtailment 
of essential services to the Department, the land-grant colleges, the agricultural 
industry, research workers, and the general public. 
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U. S. DEPARTMENT OF AGRICULTURE 


Estimated Pay Act costs under Public Law 94, fiscal year 1956, and supplemental 
appropriations requested 


Estimated Additional 
Agency or item | Total cost ! absorp- appropriation 
tion ! requested 


Items inclu ded in H. Doc. 330, dated Feb. 8, 1956: 

Annual appropriations: 
\gricultural Research Service (salaries and expenses) - - $4, 836, 800 $542, 800 $4, 294, 000 
Forest Serv ice (salaries and expenses) -__-- can 2, 854, 563 391, 063 2, 463, 500 
Farmers’ Home Administration (salaries and ex- | | 

penses) 1, 516, 000 | 46, 000 1, 470, 000 
Cc orpor ite administrative expe nse limit: ition (C ‘ommodity | 
Credit Corporation) 1, 749,499 | 21,749, 499 


Total, items included in H. Doc. 330_._-.-.-...-.----- 10, 956, 862 | 2, 729, : 


Items included in H. Doc. 341, dated Feb. 20, 1956: 
Annual appropriations: 
Agricultural Research Service: | 
Payments to State experiment stations---- _| 29, 400 
Research on strategic and critical agricultural | 
materials ; 14, 000 | 14, 000 
Foot-and-mouth and other contagious ‘diseases of | 
animals and poultry— Research - a 136, 900 a 45, 000 
Animal disease laboratory facilities.........__-__- 402 | 
Research facilities ais Be , 932 


Total, Agricultural Research Service 91, 634 | 132, 634 | 59, 000 


Extension Service (salaries and expenses)-........_-_- 3, 800 | 3116, ae ; 
Farmer Cooperative Service ------.--- | 24, 445 | 5, 448 19, 000 


Forest Service: 
Forest roads and trails : areata 366, 741 | 
State and private forestry cooperation... = , 808 | 
Cooperative range improvements- _._-.........-.-} , 109 | 
Acquisition of lands for national forests: 
i 2 at 371 | 
Special acts ica tenbies 38 


Total, Forest Service.............-- -| 430, 067 | 


Soil Conservation Service: | | 
Conservation operations - - ite ; 3, 729, 000 | 79, 000 3, 650, 000 
Watershed protection ee 350, 000 | 350, 000 
Flood prevention — 283, 000 283, 000 
Water conservation and utilization projects - | 19, 000 9, 000 


Total Soil Conservation Service mutacin,’ _ees 731, 000 3, 650, 000 


Agricultural conservation program _- a ‘ 292, 643 292, 643 


Agricultural Marketing Service: 
Marketing research and service. -- au nal 1, 402, 000 , 027, 000 375, 000 
School-lunch program _--------- 4 aaa 64, 040 4, 040 


Total, Agricultural Marketing Service -- - ---- a” i 466, 040 , 091, 040 375, 000 


Foreign Agricultural Service - ---- sao = 134, 000 | 54, 000 80, 000 
Commodity Exchange Authority ---__----- ae 47, 600 3, 600 44, 000 


Commodity Stabilization Service: | 
Agricultural adjustment programs. ------.----- 366, 458 216, 45 150, 000 
Sugar Act program ii j 39, 3 


Total, Commodity Stabilization Service - - 35, 735 | 285, 73é 150, 000 


Federal Crop Insurance Corporation __- ‘ 214, ct an keen 214, 200 
Rural Electrification Administration (salaries and | 

expenses) . . _ - =e | 461, 500 , 500 460, 000 
Office of the General Counsel sical ace ; 177, 400 61, 400 116, 000 
Office of the Secretary seated 151, 715 13, 715 138, 000 
Office of Information seeehes 47, 400 3, 900 43, 500 
Library ; 44, 700 4, 700 40, 000 





Total, annual appropriations included in H. Doc. 341 | 8, 616, 879 * 183, 179 5, 433, 700 


See footnotes at end of table. 
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Estimated Pay Act costs under Public Law 94, fiscal year 1956, and suppl; 
appropriations requested—Continued 


menta 


: | Estimated | A dditi 
Agency or item Totalcost! | absorp- — jappropriatio; 
tion ! requested 


Items included in H. Doc. 341, dated Feb. 20, 1956—Con. 
Permanent appropriations. $570, 625 | $570, 625 
Revolving funds (Disaster Loan revolving fund, etc.) ----- 397, 738 397, 738 
Consolidated working funds : 8,029 | . 8, 029 
Trust funds 7 1, 537, 893 | 1, 537, 893 


Total, Department of Agriculture 22, 088, 026 8, 426, 826 $13, 661. 
Deduct amounts for Forest Service: vr 
Applicable to appropriations in H. Does. 330 and 341- - - 3, 284, 630 776, 130 | 2, 508, 5) 
Applicable to permanent appropriations, trust funds, 5 
574, 498 | 574, 49% 
Total, Department of Agriculture (excluding For- | | 
est Service) 18, 228, 898 | 7, 076, 198 11, 152, 299 


1 Includes costs and absorptions applicable to all appropriations and funds available to the Department 

2 Includes $1,716,877 for which an increase in the corporate administrative expense limitation is requeste 

8 Includes $60,000 proposed to be derived by transfer from the appropriation ‘Payments to States, Hawai 
Alaska, and Puerto Rico, Extension Service.” 

4 Includes $925,000 proposed to be derived by transfer from the appropriation ‘‘Payments to States 
Hawaii, Alaska, and Puerto Rico, Extension Service.” 


Chairman Haypen. I thank you. 

The committee will recess until 10 o’clock tomorrow morning. 

(Whereupon, at 12:10 p. m. Tuesday, March 20, 1956, the commit- 
tee recessed until 10 a.m. on Wednesday, March 21, 1956.) 
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WEDNESDAY, MARCH 21, 1956 


UNITED STATES SENATE, 
COMMITTEE ON APPROPRIATIONS, 
Washington, D. C. 


~ 


The committee met at 10 a. m., pursuant to recess, in room F-37, 
the Capitol, Hon. Carl Hayden, chairman, presiding. 

Present: Chairman Hayden, Senators Robertson, Magnuson, 
Holland, Saltonstall, Smith, Dworshak, and Dirksen. 


DEPARTMENT OF COMMERCE 
MARITIME ADMINISTRATION 
WAR SHIPPING ADMINISTRATION LIQUIDATION 


The CHarRMAN. The committee will be in order. 

This morning we will take up the items for the Department of 
Commerce found in chapter II of the bill as reported. There will be 
placed in the record at this point the letter from the Secretary of 
Commerce requesting that the bill as reported be »mended to include 
the requested language for ““‘War Shipping Administration liquidation” 
ransmitted in House Document 353 of March 7, 1956. 

(The document referred to follows:) 


THE SECRETARY OF COMMERCE, 
Washington 25, March 19, 1956. 
Hon. CarL HaypEN, 
Chairman, Committee on Appropriations, 
United States Senate, Washington 25, D. C. 

Dear SENATOR HaypEN: Reference is made to H. R. 10004, the second supple- 
mental appropriation bill for 1956, reported by the House on March 13, and to 
House Report 1897 accompanying this bill. With respect to the items contained 
in the bill as reported, we will not request amendment unless there is adverse 
action taken when the bill is debated by the whole House. 

However, there is attached a proposed amendment to the bill, which would 
add a revision to the existing appropriation language under the head ‘‘War Ship- 
ping Administration liquidation.’ This proposal was transmitted by the Presi- 
dent on March 7, 1956, too late to be considered with our other supplemental 
items. House Document No. 353, dated March 7, 1956, contains this proposal. 

The requested amendment would increase the expenditure limitation under the 
subject fund from $5,900,000 to $24 million for the current fiscal year utilizing 
appropriations already available. The necessity for amending the limitation 
results from a recent ruling by the General Accounting Office to the effect that 
this appropriation is available to pay certain judgments rendered by the Court 
of Claims, whereas such claims were previously paid from funds appropriated under 


? 


the head “Claims, judgments, and private relief acts.” 
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In view of the fact that interest is presently accruing on several claims. the 
supplemental action in fiscal year 1956 is necessary, and your favorable considers, 
tion is requested. i 

Sincerely yours, 
SIncLaIR WEEKs, 
Secretary of Commerce. 


MARITIME ADMINISTRATION 


Wak SHIPPING ADMINISTRATION LIQUIDATION 

(No reference in House hearings or report) 
1955 appropriation, expenditure limitation of 
1956 appropriation, expenditure authority of 


Requested supplemental, revised limitation of 
Request not acted on by House. 


5, 900, 000 
24, 000, 009 


AMENDMENT REQUESTED 


On page 4, after line 12, insert the following: 

“The limitation under this head in the Department of Commerce and Related 
Agencies Appropriation Act, 1956, on the amount available from prior appropr- 
ations for the liquidation of certain obligations approved by the General Accounting 
Office and for the payment of obligations incurred against the working fund titled: 
‘Working fund, Commerce, War Shipping Administration functions, December 3}, 
1946’, is increased from ‘$5,900,000’ to ‘$24,000,000’ ’’. 

Chairman Haypen. I am informed that the Department is not 
appealing any other provisions in this chapter. 

I am going to let the Senator from Florida, who is more familiar 


than I am because he has handled this matter every year, take care 
of the interrogation. 


BuREAU OF THE CENSUS 
SALARIES AND EXPENSES 


STATEMENTS OF GEORGE T. MOORE, ASSISTANT SECRETARY FOR 
ADMINISTRATION; JOHN T. MOORE, CHIEF ACCOUNTING 
OFFICER; ROBERT W. BURGESS, DIRECTOR, BUREAU OF THE 
CENSUS; HOWARD C. GRIEVES, ASSISTANT DIRECTOR; C. f. 
ALEXANDER, BUDGET OFFICER 


TRANSFER OF FUNDS 


Senator Hotitanp. Mr. Chairman, the first item for consideration 
involves a request for the Census Bureau. The budget estimate 
was in the amount of $428,000 for increased pay costs and $100,000 
for increased workload and to maintain a reasonable publication 
schedule for statistics related to the foreign trade of the United 
States, this latter amount to be derived by transfer from the ‘Census 
of Agriculture.” The House bill, as reported, provides the full 
amount of the increased pay costs and would authorize a transfer of 
$75,000, a reduction of $25,000 in the transfer authorization language. 
At this point we will place your justifications in the record. 

(The justifications referred to follow:) 
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BUREAU OF THE CENSUS 
“SALARIES AND EXPENSES 


“Por an additional amount for ‘Salaries and expenses’, $528,000, of which 
§100,000 shall be derived by transfer from the appropriation granted in the Depart- 
ment of Commerce and Related Agencies Appropriation Act, 1956, for ‘Census of 

culture . 

This proposed supplemental appropriation is needed to provide $428,000 for the 
cost of pay increases granted by the act of June 28, 1955 (Public Law 94). The 
$100,000 proposed to be transferred from the census of agriculture appropriation 
is to allow the Bureau of the Census to handle a recent increase in the number of 
trade?documents which must be processed in developing foreign trade statistics. 


Appropriation available in 1956 $6, 900, 000 
Cumulative obligations to Jan. 31, 1956 4, 190, 033 
Cumulative expenditures to Jan. 31, 1956 14,014, 670 
Budget estimate next fiscal year (1957) 7, 620, 000 


Employment: 
Average number current appropriation 304 
Number included in this estimate (average) : 12 
Actual employment, Jan. 31, 1956 $1,774 


Accrued expenditures. 
2 Includes 644 part-time employees. 


PURPOSE AND NEED FOR SUPPLEMENTAL APPROPRIATION 


1. To cover the cost of an increased workload in the foreign trade statistics 
program, $100,000. The workload of export and import documents has increased 
about 13 percent over the average document load last year, and has resulted in 
the monthly reports falling seriously behind schedule. An increase in work of 
this magnitude could not have been anticipated when the 1956 estimates were 
prepared. The 1957 estimates request additional funds adequate to keep up 
with the increased workload at the present level, but not adequate to catch up 
the publication schedule. This supplemental will liquidate the present backlog 
of work (which was occasioned by the increase in workload) through overtime 
and a buildup of staff to the level anticipated in the 1957 request. It is being 
requested that the $100,000 be made available to the foreign trade statistics 
program by transfer from unobligated balances available under the appropriation 
for the census of agriculture, Bureau of the Census. 

2. To cover the cost of pay increases granted by the act of June 28, 1955 
(Public Law 94), $428,000. 


Program and financing 





In budget, | Revised esti- : 
| 1956 | mate, 1956 | Difference 


$6, 481, 258 $6, 573, 258 
754, 742 
100, 000 


7, 428, 000 
FINANCING 


Unobligated balance transferred from “Census of agriculture, | 
Bureau of the Census” 
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Obligations by objects 


: . . budge vised esti- 
Object classification In a t _—— a Difference 


Total number of permanent positions peu fern ae 1, 176 1, 187 
Full-time equivalent of all other positions idGesvannade 198 201 
Average number of all employees-- ; Kavecesue 1, 304 1, 316 
Number of employees at end of year_-_-__-- : ‘ 1, 893 


01 Personal services: 
Permanent positions-___-- ; ee $5, 447, 733 $5, 481, 115 
Positions other than permanent----_-- ai 657, 607 670, 407 
Regular pay above 52-week base -- ip ecient aie nat 21, 000 21, 000 
Payment above basic rates_........----- peaks 51, 000 


Total personal services----_-- ree pack 6, 126, 340 6, 223, 522 
Travel wie : si che a 354, 605 354, 605 
Transportation of things ee . Tas 13, 086 13, 086 
Communication services___._____--- Se 210, 879 210, 979 
Rents and utility services___- - : soebat Meeks 138, 617 140, 477 
Printing and reproduction _-__- = : eke 243, 054 243, 734 
Other contractual services : , 117, 608 117, 608 

Services performed by other agencies-__..------ 22, 300 22, 300 
Supplies and materials ae 79, 186 79, 364 
Equipment ; are Z a 14, 825 14, 825 
Taxes and assessments res S sab 7, 500 7, 500 


Total obligations Si sibs 7, 328, 000 7, 428, 000 


Average salary and grade 


7 
1954 actual | 1955 estimate | 1956 estimate 


General schedule grades: 
Average salary ‘ $4, 396 $4,711 | 
Average grade. - : Sinis P 15-5. G5S-6.2 | 

Ungraded positions: average salary 
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Detail of personal services 


Grades affected by supplemental as fol- 


jows 


5. Range $3,670 to $4,480 
t, Range $3,415 to $3,925 
tange $3,175 to $3,685 


GS 
qs 
Gs 
Total permanent, depart- 
mental_.---- : 


Deduct lapses 


Add portion of salaries carried in other 
position schedules paid from other ac- 


t permanent, departmental (av- 
rage number, net salary) 
tions other than permanent 
Temporary employment. ; 
Regular pay above 52-week base -- 
Overtime and holiday pay-------- 


{]] personal services, departmental 
All personal services, field 


Personal services. .- 


Salaries and wages in the foregoing sched- 


ule are distributed as follows: 
Salaries and expenses, Bureau of the 
Census”. - cea a 
“Census of agriculture, Bureau of the 
Census” 3 as 
“Censuses of business, manufactures, 
ind mineral industries, Bureau of 
the Census’’.. aan ail 
“Advances and reimbursements, 
Bureau of the Census’’__- ‘ 
“Special statistical studies, Bureau of 
the Census” 


In budget, 1956 


Total 
salary 


Num- 
ber 


$1, 073, 070 
990, 480 
997, 410 


| 
7, 481, 978 
762, 222 | 


45, 100 


1,368.5 | 6, 764, 856 


6, 850, 975 | 
26, 569 | 
200, 000 | 

13, 842, 400 | 
1, 595, 874 | 


15, 438, 274 


6, 126, 340 
3, 757, 373 


4, 098, 261 


656, 300 


Revised estimate, 
1956 
Total 
salary 


Num- 
ber 


256 | $1, 087, 750 
997, 310 
1, 013, 285 


1, 48 7, 519, 363 
122. 5 766, 225 
13 


45, 100 


1, 377.5 6, 798, 238 
6, 863, 775 
26, 569 
251, 000 


13, 939, 582 
1, 595, 874 


223, 522 


6, 


3, 757, 373 
4, 098, 261 


656, 300 


800, 000 


87 


Difference 


Num- 
ber 


Total 
salary 


+$14, 680 
+6, 830 
+15, 875 


+37, 385 
+4, 003 


+97, 182 


+97, 182 
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The regular 1957 budget for the foreign trade and shipping statistics program 
proposes an increased appropriation for processing a significant increase in the 
yolume of export and import documents. This increased workload, however, is 
not merely a future probability, but is a present reality and must be dealt with 
during the current fiscal year, When the current year’s budget was prepared at 
the beginning of fiscal 1955, the Bureau had experienced 2 successive years of 
rather stable workload and projected its budget forward at this level. Some 
increase in workload was apparent in fiscal 1955 and was dealt with by sampling 
lower valued documents rather than tabulating all of them and by deferring 
all work possible, such as processing of correction documents into published 
figures, keeping commodity classifications up to date, and the like. The present 
workload, however, is about 13 percent greater than fiscal 1955. Even after 
allowing for extension of sampling of lower valued documents, deferral of all 
possible work, and for improved productivity through work measurement, supple- 
mental funds are needed for the foreign-trade program if we are to avoid having 
the publication dates become later each month. 

The following comparative chart of cost and workload is indicative of the 
situation: 


Total 


| Cost per 
documents | 


Cost document 


| 
8, 568,000 | 1! $1, 662, 318 $0. 194 
8, 544,000 | ! 1,625, 579 . 190 
8,976,000 | 11,571, 488 .175 
1956 (estimate) : | 10,116,000 | 21,649, 494 . 163 
1957 (estimate) __- 10, 200, 000 | 1, 638, 494 . 161 


| 


1 Adjusted for 7.5 pay raise to be comparable with 1956 and 1957. 
: Amount if supplemental funds are provided. 


If the budget for the foreign trade program is not supplemented, the monthly 
reports, which are scheduled to be released about 5 weeks after the end of the month 
to which they relate, would become progressively later until funds adequate to 
sustain the program are provided. The amounts budgeted for fiscal 1957, even 
if approved, are sufficient only to maintain a schedule and could not catch up the 
losses of time. The primary need, therefore, for this supplemental request is to 
provide through earlier achievement of the staffing levels proposed in the 1957 
budget and through overtime work for catching up on time losses to date and for 
avoiding further delays in the publication schedule during the current year. 

Amounts for general administration provide for a proportionate increase in 
routine administrative services related to additional program. 

An estimated $428,000 is required for pay increases pursuant to Public Law 94, 
84th Congress, Ist session. The amount was calculated at 7.5 percent of the 
presently estimated salary payments for fiscal year 1946, excluding the salary of 
the Director which was not affected by the pay raise. There is no possibility of 
absorbing any part of this supplemental without abandoning all or part of the 
additional programs for which the Congress specifically earmarked the additional 
funds appropriated in fiscal year 1956. The additional amounts appropriated 
were less than the estimated requirements for each of the new programs and have 
resulted in maximum curtailment within the limits approved. 


FOREIGN TRADE STATISTICS 


Senator HoLuanp. Dr. Burgess, I understand, will testify. 

Would you care to make any further statement relating to this item? 

Mr. Buresss. I think the record as given the House Appropriations 
Subcommittee indicates the need for this increase which we estimated 
at $100,000 to enable our Foreign Trade Division to hire additional 
people for the time being and put in overtime so as to get up to date 
on the work here. 
_We have a general program that it is agreed is desirable and prac- 
tical, to get the Foreign Trade statistics published 5 weeks after the 
close of the month covered. At present on account of the unex- 
pectedly large load of documents to be handled, the delay is running 
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about 7% weeks, 2; weeks more than we desire. ‘The load is continu. 
ing. If we don’t get this appropriation, it will increase by the end of 
the fiscal vear to about 9 weeks’ delay. 

Senator HoLtuanp. In other words, as vou view it, the informatio) 
you develop is getting more and more stale under the accumulation of 
work which you now face? 

Mr. Burasss. Yes; that is the difficulty. We would like to get a; 
paying the additional overtime and hiring the additional people as 
promptly as possible. 

Congress indicates that they think we should try to get along 0) 
$75,000. We are not inclined to argue the point. We will try to get 
along with that, although it is doubtful whether we would be able 
to actually get even with the game or up to the desired promptness 
by July 1 

Senator Hotianp. If the $100,000 is made available, when do you 
estimate that vou can bring the workload up to a current basis? 

Mr. Burcess. It would be by July 1. 

Senator HoLianp. So you would start. the new fiscal year on an 
even keel. 

Mr. Burcsss. We have a request in the 1957 budget to meet this 
a If the load should keep on getting larger that would make it 
rad. 


TRANSFER FROM CENSUS OF AGRICULTURE 


Senator Hotianp. I note you propose this transfer from the 
uncommitted and unused portion of the appropriation for the ‘Census 
of agriculture.” 

Mr. Buraess. Yes. 

Senator Ho.Lianp. Is that fund sufficiently large to permit of the 
transfer of the whole $100,000? 

Mr. Burcrss. Yes. The apparent amount available there runs 
to a million dollars. Of course, the work is still continuing. There 
is other use in connection with the economic censuses, for the balance. 

Senator HoLLtanp. Are there any other questions? 

Senator Dirksen. You mean on the whole item or just this one? 

Senator HoLttanp. That is the only item on the Census Bureau. 

Mr. Burcerss. The $900,000 I mentioned will come up in the 1957 
budget. 

Senator Dirksen. The House never assigns any reasons why they 
make a cut. You asked for $100,000 and they allowed you $75,000. 
I do not know why they never indicate what the reason is. Not 
that we are in a position to lecture the House, but I am always 
curious to know what reasons motivate them in taking action. 

Mr. Burgess. We are used to having a little trimming of the 
request. 

Senator Dirksen. Are you closing on Commerce entirely? 

Senator HoLLanp. No; we are just going to the next item. 
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MARITIME ADMINISTRATION 


STATEMENTS OF GEORGE T. MOORE, ASSISTANT SECRETARY FOR 
ADMINISTRATION; JOHN T. MOORE, CHIEF ACCOUNTING 
OFFICER; CLARENCE G. MORSE, MARITIME ADMINISTRATOR; 
WALTER C. FORD, DEPUTY MARITIME ADMINISTRATOR; 
THOMAS E. STAKEM, JR., ASSISTANT TO DEPUTY MARITIME 
ADMINISTRATOR; AND LOYAL C. FISHER, BUDGET OFFICER 


INCREASE IN LIMITATION 


Senator Hotuanp. The next item is a language proposal for “Ship 
construction, Maritime activities.””’ Language proposed in House 
Document 330 requested the repeal of present language limiting to 
five the number of replacement cargo ships on which the Government 
may pay construction subsidies and national defense allowances. 
The language of the House bill as reported increases the present limi- 
We will place the justifications in 


tation from ‘‘five” to “twenty.” 
the record at this point. 


(The justifications referred to follow:) 
MARITIME ACTIVITIES 


“SHIP CONSTRUCTION 


“The limitation under this head in the Department of Commerce and 
Related Agencies Appropriation Act, 1956, on the number of cargo ships 
for replacement, for which payment may be made for construction- 
differential subsidy and national-defense features, is repealed.” 


The present language limits to five the number of replacement cargo ships on 
which the Government may pay construction subsidies and national defense allow- 
ances. However, applications from ship operators call for construction of more 
than five ships. A larger number of ships could be accommodated within 1956 
appropriations, primarily because the Government’s share of the construction cost 
may, in certain cases, be limited solely to national-defense allowances. This pro- 
posal would permit greater flexibility in obtaining construction of the maximum 
number of ships within the amounts already appropriated. 


EXPLANATION OF LANGUAGE CHANGE 


This amendment is proposed to provide flexibility essential to successful accom- 
plishment of the cargo ship replacement program. The program, necessitated 
by the rapidly approaching period of block obsolescence of our merchant fleet, 
was initiated in the current fiscal year. 

As a result of efforts by the Maritime Administration to encourage operators 
to accelerate ship replacement programs, negotiations have been conducted with 
many operators engaged in both foreign and coastwise operation to establish 
long-term programs of orderly replacement of their fleets. In connection with 
this year’s requirement under the replacement prcegram, there are presently under 
consideration applications from 11 companies involving constriction of 52 vessels 
as the first phase of their long-range replacement requirements. ‘These applica- 
tions include construction-differential subsidy, national defense features, and 
trade-in allowances, either singly or in varied combinations. Successful nego- 
tiation of some of these applications will not take place before fiscal year 1957. 

Of the 52 vessels involved in current applications, 14 are for domestic operation 
and not eligible for construction-differential subsidy. However, national defense 
features may be required dependent upon determination by the Department of 
the Navy. These defense features are usually nominal, by comparison with the 
cost of construction subsidy, and funds are available for this purpose. The limi- 
tation in the current appropriation language “* * * for payment of construction 
differential subsidy and cost of national defense features incident to construction 
of * * * not to exceed five cargo ships for replacement * * *’ precludes the 
possibility of consummating agreements for replacement of a greater number of 
ships regardless of appropriation availability. 





92 SECOND SUPPLEMENTAL APPROPRIATION BILL, 1956 


The urgency of expediting a program of orderly replacement has been Well 
established. It is believed to be in the national interest to permit consummation 
of agreements providng for replacement of the greatest possible number of ships 
within funds appropriated for that purpose. Accordingly, it is recommended 
that the numerical limitation be rescinded so that the program can be admip. 
istered in a manner designed to provide maximum results. 


CEILING ON SHIP BUILDING 


Senator Hotuanp. I see Mr. Morse is here. 

Mr. Morse. When we put in for appropriation we were not fore. 
sighted in realizing that there might be some ships built with national. 
defense features alone. Some ships might be built both with cop. 
struction subsidy and national-defense features. Having that ceiling 
of five ships limits our ability to maneuver to get the maximum number 
of ships built with the appropriation awarded to us. That is the 
reason for a request that the five-ship ceiling be lifted. It does not 
cover any increase in the appropriation. 

Senator Dirksen. You requested a complete repeal of that limita- 
tion? 

Mr. Morse. Yes. 

Senator Dirksen. Or was that by the Budget Bureau? 

Mr. Morse. That is the way the language was put in. The House 
suggested a ceiling of 20. We can maneuver within that ceiling. 

Senator DirkKsEN. Suppose that limitation were repealed entirely, 
what effect would it have on your operations so far as accommodating 
a given number of ships in a fiscal year is concerned? 

Mr. Morse. Considering the types of applications we have, the 
ceiling of 20 is acceptable to us. We can maneuver within that 
ceiling. 

Senator HoLtanp. You are not requesting any change then from 
the House action? 

Mr. Morses. No; we are not appealing from that action. 

Senator HoLianp. I suggest if there are items for which you are 
not appealing just say so and we will save some time. 

Mr. Morset. Thank you. 

Senator Dirksen. Would that be equally true as to a limitation in 
subsequent years? What about 1957? 

Mr. Morss. This appropriation does carry over into subsequent 
years. That is, this particular appropriation. So the ceiling we 
have should be available until the appropriation is expended. 


CONSTRUCTION SUBSIDY FUNDS 


Senator Dirksen. What was the overall amount allowed for fiscal 
1956 for construction subsidies? 

(Discussion off the record.) 

Mr. Morse. For this particular item there is $23% million. 

Senator Dirksen. Is that total for fiscal 1956? 

Mr. Morse. That is not the total. The aggregate was $86.4 
million. 

Senator Dirksen. Your operating subsidy was 110 plus the 30 you 
are asking now? 

Mr. Morse. That is correct. 

Senator Dirksen. That would be $150 million for the fiscal year. 

Mr. Morse. $140 million. 
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Senator Dirksen. That is correct. You anticipate all of that $30 
million in fiscal 1956? 
Mr. Morse. Yes, sir. 


OPERATING DIFFERENTIAL 


Senator DirksEN. What likelihood is there that operating differ- 
ential will come down somewhere along the line? It has been main- 
tained as far as I can recall. 

Mr. Morse. There is little likelihood that it will decrease. There 
are more ships being subsidized all along. The American costs are 
not decreasing in relation to the foreign costs. 

Senator Dirksen. And foreign costs are not increasing under the 
impact of wage increases for sailors. 

Mr. Mors. They are increasing but certainly no more rapidly 
than the American cost. So the differential continues. : 

Senator DirKsEN. So the layout on both of these items for fiscal 
1956 will be roughly in the neighborhood of $230 million, operating 
and construction, as a rounded figure? 

Mr. Morse. Yes, sir. We are not appealing from the action of the 
House on this $30 million. 


OPERATING-DIFFERENTIAL SUBSIDIES 


Senator HoLtanp. The budget request for additional funds for 
the current year for operating-differential subsidies of $30 million was 
allowed in full in the House bill as reported. This amount with the 
$110 million appropriated to date would provide a total of $140 


million in the current year. 
JUSTIFICATIONS 


At this point we will place the justifications in the record. 
(The justifications referred to follow:) 


“‘OPERATING-DIFFERENTIAL SUBSIDIES 


“For an additional amount for ‘Operating-differential subsidies’, $30,000,000’ 
to remain available until expended.” 

This proposed supplemental appropriation is necessary to pay operating- 
differential subsidy bills presented by ship operators in fiscal year 1956 under 
existing contracts. Of the $110 million appropriated in 1956, almost $70 million 
has already been expended, and it is anticipated that the balance will be exhausted 
prior to April 1, 1956. The current outlook is for total requirements of $140 
million in this fiscal year. 


OPERATING DIFFERENTIAL SUBSIDIES, MARITIME ACTIVITIES, DEPARTMENT OF 
CoMMERCE 


Program and financing 





Presently | Revised esti- ' 
available mate Difference 


PROGRAM BY ACTIVITIES 


Payment of subsidies. .__.......-----. eh ital i Pe $110, 026, 829 | $140, 026, 829 
Total obligations 110, 026, 829 140, 026, 829 
FINANCING 
Unobligated balance brought forward 


Appropriation.............ssses-- 
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Obligations by objects 


11 Grants, subsidies, and contributions: 
Presently available $110, 026, g29 
Revised estimate 140, 626, 829 


Na he a eras 30, 000, 009 


PURPOSE AND NEED FOR THE SUPPLEMENTAL FUNDS 


Operating-differential subsidies, paid under authority of title VI of the Merchant 
Marine Act, 1936, as amended, are designed to place the operators of Americap. 
flag ships in an equitable position, as to certain operating costs, with the foreign. 
flag ship operators with which they compete. Since cargo rates of American 
operators, the source of income, must be competitive with those of foreign oper. 
ators which have much lower costs of operation, the American operators could no} 
continue to maintain scheduled services without a means of offsetting the cop. 
siderably higher costs. The Government pays the difference between the costs 
of operating the subsidized American-flag ships and comparable foreign-flag ships, 
operating over the same essential trade routes, on five major elements of ship 
operating cost: Wages (officers and crew), subsistence (officers and crew), mainte- 
nance and repair, voyage stores, and insurance. In return for this payment, the 
operators agree, among other things, to maintain regularly scheduled services 
over the specified routes and to provide for the replacement of obsolete vessels by 
vessels suitable to conversion as naval auxiliaries or otherwise useful to the United 
States in times of emergency. 

The requested supplemental of $30 million represents an additional amount 
currently required over and above cash on hand on February 6, 1956, to meet the 
obligations of the Government for payments due the subsidized operators under 
the provisions of long-term subsidy contracts. 

The requested funds will make $60.4 million available for the last half of fiscal 
year 1956. These funds are required to meet obligations of approximately $6 
million for payment of 90 percent of protection and indemnity insurance subsidy 
for calendar years 1947-52; $8.1 million for payment of protection and indemnity 
insurance subsidy for calendar years 1953-55; $14.2 million for final 10-percent 
payments, making full subsidy payments (100 percent) for calendar years 1947-51, 
$8.3 million for payments up to 90 percent of subsidy payable (except for protec- 
tion and indemnity included in previous category) for calendar years 1952 and 
1953, $10.5 million for balance of fourth quarter vouchers for calendar year 155 
(October-December) and $18.6 million for first quarter vouchers for calendar 
year 1956 (January-March) with an overall estimated reduction of approximately 
$5.4 million due to the lag in the submission of vouchers by the various operators 
for the items as listed above. 

The need for the additional funds arises primarily from the following: 

1. Operating-differential subsidy rates for protection and indemnity insurance 
were approved by the Federal Maritime Board in the latter part of calendar year 
1955. No payment for this subsidized item of expense had, therefore, been made 
prior to January 1956. The approval of rates for this item of expense will not 
only require funds for such payments but will make it possible for the Maritime 
Administration to make 100 percent of subsidy payable payments for the post- 
war years 1947-51. 

2. The Maritime Administration is now in the position of processing quarterly 
subsidy vouchers within the quarter following the quarter in which the subsidy 
is earned. This represents a reduction in the lag period for expenditure require- 
ments of from 6 months as was required in previous years to 3 months for the 
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current fiscal year and permits making 1 additional quarterly payment in this 
fiscal year. Previous appropriations have not been sufficient to permit payments 
on this basis. 

3. Since previous budgets have necessarily been based on the latest approved 
rates, any change due to approval of rates for later years affects the subsidy 
accrual for all subsequent years. While subsidy rates show a tendency to level 
off, some increases in rates have resulted in increased subsidy accrual. The slight 
improvement in recapture position has not been sufficient to offset this increase. 

1, Rising costs to the operators on subsidizable items to which the rates are 
applied have increased the amount of subsidy accrual above that contemplated 
at the time the 1956 budget was submitted. 


JUSTIFICATION 


Quarterly payments to operators are made on a cumulative basis. The esti- 
mated subsidy accrual is determined by multiplying the domestic cost of subsid- 
izable items of expense for each operator by the subsidy rates for each item ap- 
proved by the Federal Maritime Board for each calendar year. The result 
(subsidy accrual) represents the Government’s maximum liability. The esti- 
mated accrual, however, is subject to change as later rates are approved by the 
Board. For example, if the latest rate approved for a particular item for a specific 
operator is a 1953 rate, this rate is used as a basis for making payments against 
calendar years 1954 and 1955, or until such time as rates applicable to these years 
are established. When such rates are established, an adjustment is effected in 
subsequent quarters to give effect to whatever increases or decreases are reflected 
in the later rates. The latest rates upon which most payments will be made 
during the remainder of fiscal year 1956 will be 1953 and 1954 rates. 

The amount of subsidy payable is determined by deducting from the subsidy 
accrual the estimated Government’s share of the recapturable profits on a cumu- 
lative basis—that is 50 percent of cumulative profits in excess of 10 percent of the 
operator’s capital investment. This estimated amount is withheld from pay- 
ment. 

In making payments to the operators it is the current policy to pay up to 75 
percent of the estimated subsidy accrual or 90 percent of the estimated payable, 
whichever is the lesser. In those cases where the initial advance payment is for 
75 percent of the subsidy accrual, an additional advance payment of 15 percent is 
made as soon as the expense items subject to subsidy have been audited and pro- 
viding a final rate has been established for the year for which the payment is 
being made. 

The calculation of subsidy rates is on a fairly current basis. In general the 
following rates are approved for payment of subsidy: 

Calendar year 1954, wage rates 8 operators; 1953 for 8 operators. 

Calendar year 1952, subsistence rates—all operators. 

Calendar year 1953, maintenance and repair—all operators. 

Calendar year 1953, stores, supplies and expendable equipment—all 
operators. 

Calendar year 1953, hull and machinery insurance—all operators. 

Calendar year 1952, protection and indemnity insurance—all operators. 

The final 10 percent for any calendar year is not made until all rates for sub- 
sidizable items have been approved for the respective calendar year and final 
audits have been made of the operators’ accounts for that year. 

As already indicated, this supplemental appropriation is required to pay 
vouchers for operating-diffierential subsidies based on the latest rates available 
and such payments will include the estimated requirements for billings now on 
hand or estimated to be submitted prior to the end of fiscal year 1956. 


74919—56 
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In arriving at total cash requirements for the balance of fiscal year 1956, the 
following indicates the amount presently available and amounts required for 


billings eligible for payment during the current fiscal year: 


Cash available July 1, 1955 ? $110, 026, 829 
Expenditures through Dec. 31, 1955: 
Vouchers for periods prior to calendar year 1955_ $11, 903, 509 
Vouchers for Ist quarter current year 1955 
(January—March)___- 1 16, 389, 135 
Vouchers for 2d quarter current year 1955 
(April—June)_______-_- aw« , 21,763. 082 
Vouchers for 3d quarter current year 1955 
(July-September) fee da 18, 954, 025 
Vouchers for 4th quarter current ) 
(October—December) 728, 371 


Balance available Feb. 6, 1956__ 40, 288. 7 
Unpaid vouchers on hand Feb. 6, 1956: 
Vouchers for periods prior to calendar y et 4 1955_ $466, 688 
Vouchers for P. and I. insurance 1947—! see 738, 597 
Vouchers for 3d quarter ealendar year 1955 
(July—September) _- : 2, 741, 091 
Vouchers for 4th quarter calendar year 1955 
(October-December) 5, 968, 004 
— 9, 914 ; 


Unobligated balance Feb. 6, 1956 30, 374, 327 
To these vouchers should be added the following: 

Payment of 90 percent P. and I. insurance sub- 

sidy calendar year 1947-52. _ - $5, 962, 95 
Payment of 75 percent P. and I. insurance sub- 

sidy calendar year 1953-55 - hs 8, 108, 142 
Final 10 percent payment calendar years -1947- 

51 14, 190, 385 
Payment up to 90 percent rr P. and I.) 

calendar year 1952—53______ oooh i 8, 295, 
Fourth quarter vouchers calendar year 1955 

(October-December) __ ____- _. 10, 545, 
lst quarter vouchers calendar - year - 1956 (Jan- 

uary— March) 18, 649, 5 


52. 176 
Tot fal. - f , 849 
, 849 


Total request- 30, 000, 000 
1 Represents an 80 percent payment as 20 percent was paid from 1955 fiscal year appropriation. 
No provision is made in this estimate nor is cash requested for the following: 
1. Payment of any subsidy earned subsequent to March 31, 1956. These 
vouchers would not be submitted until after the beginning of fiscal year 1957 
The making of 10 percent final payments (100 percent of subsidy pay- 
able) to the various operators for any calendar year subsequent to 1951. 


RECAPTURED FUNDS 


Senator Hotianp. I would like to ask this additional question: 
What is the amount recaptured during the current year? 

Mr. Morse. We estimate approximately $11 million in the current 
calendar year. 

Senator Hotitanp. That would in effect be subtracted from the 
$140 million? 

Mr. Morse. No. 

Senator Hotitanp. Do you have the right to expend that without 
reappropriation? 
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Mr. Morse. We can expend only if it is appropriated. 

Senator HoLtutanp. That would make your total $140 million 
instead of $151 million. 

Mr. Morse. The $140 million is the net amount we would spend. 

Senator HoLLanp. What disposition do you make of the recapture 
of the $11 million? 

Mr. Morse. That $11 million is not appropriated. It is withheld 
in our accountings initially. We only disburse the estimated subsidy 
after recapture. 

Senator HoLLaNnp. It means if you did net realize that $11 million 
recapture, in effect your subsidy would be increased by that amount? 

Mr. Morse. It would over a 10-year accounting period; yes, sir. 


WAR SHIPPING ADMINISTRATION LIQUIDATION 


Senator HoLuanp. The next item involves requested language to 
increase from $5,900,000 to $24,000,000 the expenditure limitation 
contained in “War Shipping Administration liquidation.’”” This item 
was not considered by the House Committee and is to be found in 
House Document 353 of March 7, 1956. Its consideration is requested 
In the Secretary’s letter. We will place the justifications in the record 
at this point. 

(The justifications referred to follow:) 


DEPARTMENT OF COMMERCE 
¢ 
“N\NMARITIME ACTIVITIES 
“WAR SHIPPING ADMINISTRATION LIQUIDATION 


“The limitation under this head in the Department of Commerce and Related 
Agencies Appropriation Act, 1956, on the amount available from prior appropria- 
tions for the liquidation of certain obligations approved by the General Accounting 
Office and for the payment of obligations incurred against the working fund titled: 
‘Working fund, Commerce, War Shipping Administration functions, December 31, 
1946’, is increased from ‘$5,900,000’ to ‘$24,000,000’.”’ 

This proposed provision is needed to increase the existing expenditure limitation 
on the appropriation. The revision results from a recent ruling by the General 
Accounting Office that this appropriation is available for payment of judgments 
against the War Shipping Administration rendered by the Court of Claims. The 
present limitation assumed that these judgments wouid be paid from funds to 
be appropriated to the account ‘Claims, judgments, and private relief acts.” 


PURPOSE AND NEED FOR THE SUPPLEMENTAL REQUEST 


The need for revised language in 1956 arises from a recent opinion of the 
Conptroller General that judgments of the Court of Claims, pertaining to War 
Shipping Administration activities, should be satisfied by payment from this 
appropriation. Attached to this request are copies of a letter from the Maritime 
Administration General Counsel addressed to the General Accounting Office and 
the reply from that Office. 

Previous estimates of expenditures from this appropriation did not contemplate 
that such judgments would be paid from this appropriation. In view of the 
opinion it is believed to be the intent of the Congress that all claims be paid 
from this account, it is necessary that the limitation on the amount cf expenditures 
be raised to permit prompt payments. 


JUSTIFICATION 


In the interest of reducing the cost to the Government we have, as requested 
by the Comptroller General, already made payment in the amount of $4,695,000 
for 2 judgments forming the subject of the attached correspondence. This 
payment together with other relatively small administrative settlements has 
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resulted in virtually complete expenditure of the amount authorized in the 195 
appropriation act. At the present time there are claims of $4 million for which 
judgments have been rendered during the past 2 weeks. Negotiations are yoy 
being conducted to accomplish an out-of-court settlement, on the same basis ag 
was prescribed in the recent judgments, in amounts approximating $7 millioy 
Other court cases, which have reached the stage that judgments are expected 
before the end of this fiscal year, are expected to require additional payments 
of $5 million. 

These items, together with payments already made and additional administra. 
tive settlements anticipated, will increase expenditures under this appropriation 
to approximately $24 million in the current fiscal year. Other claims, subject to 
administrative settlement, will require payment of approximately $5,700,000 jy 
fiscal 1957 or subsequent years. Since the courts, by precedent, have established 
that interest accruals will be allowed in these cases, it is important that funds be 
readily available to make the payments at the earliest possible date. On the 
2 items mentioned above, involving $11 million, on which judgment has beep 
rendered or settlement is expected momentarily, interest will accrue at the rate of 
approximately $1,000 per day. 

There follows a summary statement of revised expenditure requirements for 
the current and subsequent fiscal years. 


Revised estimate of requirements 
Fiscal year 1956: 
Actual expenditures July 1, 1955, to Jan. 31, 1956 oe $791, 274 
Two Court of Claims judgments (including interest) paid during 
February a ‘eee a pane : 4, 695, 000 
Two Court of Claims judgments, rendered since Jan. 31, 1956__ 4, 029, 000 
Additional Court of Claims cases in which judgments are antici- 
pated at an early date, including approximately $7,000,000 for 
which negotiations are now being conducted for an out-of- 
court settlement Se RN Se fare a el eee ee _ 12, 000, 000 
Cases in admiralty pending in United States district courts which 
are expected to be resolved prior to June 30, 1956 (estimated 
1, 000, 000 


cellaneous claims in connection with which settlement agree- 
ments will probably be concluded before close of fiscal year 
1956 _ __- Padhwwcenes tees ioe t 300, 000 
Seamen’s monthly disability compensation (Public Law 449, 78th 
Cong.), period Feb. 1 to June 30, 1956________-_-- : . 100, 000 
Total estimated requirements, fiscal year 1956__- aA 3, 915, 274 
Existing limitation on expenditures (Public Law 121, 
Cong.) - -- , 900, 000 


Amount estimated to be payable in 1956 but which cannot 
be paid within the limitation of $5,900,000____-______- , O15, 


Fiscal vear 1957 and subsequent fiscal years: 
Other claims pending, approximately ___ 5, 700, 000 


35, 700, 000 


1 Includes approximately $170,000 for seamen’s disability compensation, which is paid annually. 


Unitep States GENERAL ACCOUNTING OFFICE, 
Cuiaims Division, 
Washington 25, January 31, 1956. 
Re American-Hawaiian Steamship Company v. United States, Court of Claims 
Nos. 48758 and 48720, etc. 
Unitep States DEPARTMENT OF COMMERCE, 
Maritime Administration, 
Washington 25, D. C. 
GENTLEMEN: Reference is made to letter of December 21, 1955, to the Claims 
Division of this Office from your General Counsel, requesting an opinion as t0 
whether the subject judgments obtained against the United States in the United 
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States Court of Claims can be satisfied out of funds made available to the Mari- 
time Administration under Public Law 121, 84th Congress, ‘‘208/60196 War 
Shipping Administration Liquidation, Treasury Department, 1948-56.” 

The Second Supplemental Appropriation Act, 1948 (61 Stat. 697), made an 
appropriation of not to exceed $200 million from the unexpended balance of War 
Shipping Administration funds, which appropriation was established in an appro- 
priate account, now carried on the books of the Treasury as ‘‘208/60196 War 
Shipping Administration Liquidation, Treasury Department, 1948-56,” for the 
sole purpose of liquidating WSA shipping obligations that may be found by the 
General Accounting Office to have been properly incurred against such funds 
prior to January 1, 1947. Since the passage of the appropriation the unexpended 
balance thereof has been continued available each year by subsequent appro- 
priation acts except that, for the fiscal years 1950, 1955, and 1956, expenditure 
limitations were imposed in the amount of $15 million, $6 million, and $5,900,000, 
respectively. The Second Supplemental Appropriation Act, 1950 (63 Stat. 978), 
rescinded the $15 million expenditure ceiling. 

It is well settled that estimates of appropriations for the payment of all judg- 
ments against the United States are required to be submitted to the Congress 
for appropriation. (See 31 U.S. C., 1946, ed. 583, which was repealed by sec. 
301 of the Budget and Accounting Procedures Act of 1950 (64 Stat. 838), on the 
understanding of the Congress that such statutory requirements were superseded 
and comprehended by sec. 201 of the Budget and Accounting Act of 1921 (31 
U.S. C. 11), which provides generally for the transmission of budget estimates 
of appropriations to the Congress by the President.) Consequently, in the 
absence of specific or implied statutory authority, appropriations or funds of the 
departments or agencies for regular operations or activities, out of which a cause 
of action arises, are not available to pay court judgments. (See 34 Comp. Gen. 
221, 15 id. 933.) 

It appears that the liquidation account is utilized by the Maritime Administra- 
tion to effect payment of district court judgments against the United States under 
the Suits in Admiralty Act of March 9, 1920 (46 U.S. C. 741-752), in cases involv- 
ing maritime vessel obligations incurred prior to January 1, 1947. The authority 
therefor is based upon title 46, United States Code, section 748, which provides 
that any final judgment under that act shall be paid ‘‘out of any appropriation 
or insurance fund or other fund especially available therefor’ and that ‘‘otherwise 
there is appropriated out of any money in the Treasury of the United States not 
otherwise appropriated, a sum sufficient to pay any such judgment.” 

While the Permanent Appropriation Repeal Act (1934, 48 Stat. 1224, 31 
U. S. C. 725b. (19)) repealed the permanent indefinite appropriation provided 
by the last clause of title 46, United States Code, section 748 for the payment of 
judgments under the Suits in Admiralty Act of 1920, there was not repealed the 
basic authority in that act to pay such judgments ‘‘out of any appropriation or 
insurance fund or other fund especially available therefor.’”’ Furthermore, the 
liquidation account has been so used by Maritime with full knowledge on the 
part of the House and Senate Appropriations Committees. See page 483 of the 
House hearings on the First Deficiency Appropriation Act, 1948, Public Law 
519, 80th Congress (62 Stat. 213); page 191 of the House hearings on the Second 
Supplemental Appropriation Act, 1950, Public Law 430, 81st Congress (63 Stat. 
975); and page 190 of the Senate hearings on the Department of Commerce and 
Related Agencies Appropriation Act, 1956, Public Law 121, 84th Congress 
(69 Stat. 226). 

Concerning the propriety of paying the Court of Claims judgments out of the 
liquidation account, it is observed that in the first two cited appropriation hearings 
officials of the Maritime Administration, as well as certain members of the appro- 
priation committees, expressed doubt that the account was available to satisfy 
such judgments, and, therefore, Maritime adopted the procedure of having 
them reported to the Congress for specific appropriation in accordance with the 
provisions of title 28, United States Code, sections 2517 (a) and 2518. (Also, 
see 28 U.S. C. 791 (c).) 

It is at once apparent that to view the liquidation account as being available 
to pay only judgments rendered by district courts and nonavailable as to Court 
of Claims judgments, in the light of the applicable statutes, is inconsistent and 
such a construction should be avoided if possible. Particularly, in view of the 
considerable savings of interest, which in these two cases amounts to approximately 
$330 per day. 

It seems clear that the liquidation account was established for the express pur- 
pose of providing a single source of funds for the payment of all War Shipping 
Administration obligations incurred prior to January 1, 1947. The inability of 
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the Maritime Administration to agree with claimants as to the amount of just 
compensation obligations, thereby resulting in litigation in the Court of Claims. 
is nothing more than a method of finally determining the amount thereof, anq 
the handing down of a judgment in such cases need not be regarded as in any way 
altering or changing its original character, or requiring that the funds provided to 
liquidate such obligations be considered as ceasing to be available for the payment 
of a particular obligation when it becomes the subject of a judgment of the Court 
of Claims. 

Accordingly, you are advised that we will not object to payment of the judg. 
ments in question from the account “208/60196” if otherwise correct and proper, 
In that connection, it is informally understood from the Budget Officer of Mari- 
time Administration that, at the first opportunity. the matter will be reported to 
the Congress with a request that the fiscal vear 1956 expenditure ceiling of 85. 
900,000 be increased or removed in order that similar Court of Claims judgments 
might thereafter be paid from the account ‘‘208/60196” and thereby effect sub- 
stantial savings of interest payable thereon. 

There have been obtained from the Treasury Department, Fiscal Service. 
Bureau of Accounts, transcripts of the involved judgments, together with the 
judgment-creditor’s claims, which are transmitted herewith for your usual examina- 
tion, report and recommendatior. 

Since interest on these judgments is running at the rate of approximately $330 
per day, it would be appreciated if your action could be expedited. 

Very truly vours, 
(Signed) A. B. Tuomas, 
Director, Claims Division 
(For the Comptroller General of the United States), 


UNITED SratTES DEPARTMENT OF COMMERCE, 
MARITIME ADMINISTRATION, 
Washington 25, D. C., December 21, 1955 
Re American-Hawa’ian Steamship Company v. United States, Court of Claims Nos. 
48758 and 48720, ete. 
Mr. W.S. BEensJAMIN, 
Chief, Civil Branch, Claims Division, 
General Accounting Office, Washington, D. C. 

Dear Mr. Bensamin: This request for an opinion as to whether judgments 
obtained against the United States in the United States Court of Claims can be 
satisfied out of funds made available to the Maritime Administration under 
Public Law 121, 84th Congress, is prompted following a discussion of the matter a 
short time ago with you and members of your staff by Mr. Mellan of this office 
and Robert E. Kline, Jr., counsel for the subject plaintiff. 

The subject plaintiff has obtained two judgments in the Court of Claims 
against the United States, which have not yet been satisfied. The first Judgment 
(docket 48758) was obtained on March 16, 1955, in the amount of $492,607, plus 
compensation for delay in payment amounting to $204,220.71 as of the date of 
entry of said judgment. This judgment continues to bear interest at the rate of 
4 percent per annum, as part of just compensation which amounts to approximately 
$53 per day. The second judgment was obtained against the United States on 
October 4, 1955. This judgment was in the amount of $3,923,358.91 which 
includes an allowance for delay in payment up to the date of entry of said judg- 
ment. This judgment continues to bear interest at the rate of 4 percent per 
annum as part of just compensation in the amount of approximately $275 per 
day. These are final judgments, as neither party to the litigation will seek further 
review of these judgments by the court. The judgment creditor, through its 
counsel, contends that under title 28, United States Code, section 2517 (a), these 
judgments can be satisfied out of funds made available to the United States 
Maritime Administration under Public Law 121, 84th Congress, which law 
provides for the liquidation of obligations approved by your office as having 
been properly incurred against funds of the War Shipping Administration prior 
to January 1, 1947. The claims which are the basis for the entry of the afore- 
mentioned judgments were WSA obligations, which did occur prior to January 1, 
1947. The facts relating to this matter are more fully set forth in the enclosed 
copy of the letter of plaintiff’s counsel addressed to the Maritime Administration 
dated December 12, 1955. 
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Jaintiff’s counsel requests payment of the judgments from funds appropriated 
under said Public Law 121. In view of the factor of loss due to delay mentioned 
above, it becomes of interest to the United States to have these judgments satisfied 
at the earliest possible date. 

There are currently available sufficient funds which were made available to the 
Maritime Administration under Public Law 121, 84th Congress, to satisfy the 
aforementioned judgments. If these judgments are satisfied out of these funds, 
however, it might be necessary for the Maritime Administration to seek supple- 
mental appropriations to cover obligations which might accrue against that fund 
before the close of the current fiscal year. 

Your early opinion concerning the question presented here will be appreciated. 

Very truly yours, 
(Signed) Epwarp D. Ransom, 
General Counsel. 


GENERAL STATEMENT 


Senator HoLLtanp. Why was not this item considered by the 
House? Did it come in too late? 

\ir. Morst. Yes, sir. 

Senator HoLLANpb. So this is a new matter for our committee. 

\Ir. Morse. Yes, sir. 

Senator HoLtanb. Please make your case, then, very fully on this 
item. 

Mr. Morse. In approximately 1948, $200 million was appropriated 
for the purpose of liquidating claims against the War Shipping Ad- 
ministration, which arose during World ‘War II. 


COURT OF CLAIMS AWARDS 


At the present time there is roughly $90 million remaining in that 
fund. Up until recently under a ruling of the Comptroller General 
awards in the Court of Claims could not be paid out of this fund. 
A new ruling has been issued by the Comptroller General and these 
funds can be made available for the payment of Court of Claims 
awards as well as awards by the district courts and out-of-court settle- 
ments so that with the restriction of $5,900,000 we would not have 
adequate funds to pay the Court of Claims awards plus the other 
awards which we can now pay under the appropriation. 

Senator HoLLanpb. It would meet your request, then, if the language 
of the bill would include words that would make this increase available 
for the payment of these claims? 

Mr. Morse. Yes, sir. 

Senator Hottanp. And those claims which have heretofore been 
ruled not payable out of this fund could then be paid out of this 
fund? 

Mr. Morss. Yes, sir. Those Court of Claims awards are now pay- 
able from the special request made by the Treasury. 

(Discussion off the record.) 

Chairman Haypren. The ordinary Court of Claims award is 
submitted to us through the Treasury Department and we almost 
automatically appropriate the money. So it is about as broad as 
it is long. 

Senator HoLnanp. Yes. But the General Accounting Office has 
ruled for the first time that these awards not only from the Court of 
Claims but also from the district courts may both be paid out of this 
fund. That requires, as | understand now, the new supplemental 
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request which did not go before the House. That requires a change 
in the amount under the language. , 

I suggest that since this request is based solely on this desire 
to pay claims that we limit the use of this increased amount to 
the payment of the classes of claims, describing them sufficiently 
and adequately to cover all the claims. , 

For the record, would such language be acceptable? 

Mr. Morse. That is entirely acceptable. We want it only for 
the purpose of paying these claims. 

Senator HoLLanp. Would language, limiting the use of these 
increased amounts to the payment of claims from the Court of Claims 
and other Federal courts which are recognized by the GAO as being 
payable out of this fund, be acceptable and meet your purpose? 
As I understand it, the answer is ‘‘Yes.”’ 

Mr. Morse. Out-of-court settlements also. 

Senator HoLLanp. Yes. 

I suggest, if you will, you submit limiting language. I do not sup- 
pose there would be any question at all about our Tight to limit. this 
without being charged with legislating in the bill. 

Chairman Haypen. A limitation can be included. 

Senator HoLuanp. That is what I understand. 


REPORTS TO CONGRESS 


Chairman Haypen. Under the old procedure the Court of Claims or 
the district court made a judgment and then it came up through the 
Treasury Department and Congress knew about it. 

If you pay these claims in this way, how will we know about it? 
Where will there be a record that will come to Congress? 

Senator Hotitanp. For that purpose, we should place in our report 
a direction to advise us. Certainly there is some justification for it 
because it saves interest if they can pay it just as soon as the claim is 
awarded without awaiting the next session of Congress. 

Chairman Haypen. Yes. But somebody will want to know whether 
Congress is being bypassed. 

Senator HoLianp. I think that is right. 

Mr. Morse. It is included in our annual reports and I am sure also 
of the annual reports of the GAO. But we would be happy to comply 
with any request. 

INTEREST 


Senator Dirksen. When does the interest run on these? 

Mr. Morse. It runs from the time judgment is entered. 

Senator DirkseEN. Interest is running now? 

Mr. Morse. Yes. 

Senator Dirksen. I know an item that the interest is running at 
the rate of $1,000 a day. 

Mr. Morse. Yes. That would be a group of judgments in favor 
of one of the steamship companies for just compensation. 

Senator Dirksen. What is the general nature of the four major 
claims you have? 
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JUST COMPENSATION CLAIMS 


Mr. Morse. The major ones are just compensation claims. They 
are claims for the taking of vessels during World War I1; that, and 
charter claims against the Government, I think are the major claims 
in amount. Then there are still a few pending personal injury and 
death claims which have never been Sneleed: 

Senator Dirksen. In World War II? 

Mr. Morse. Yes. 

Senator Dirksen. That is quite a long time ago. 

Mr. Morse. A long time. 


DELAY IN PROCESSING CLAIMS 


Senator Dirksen. What is the reason for the seemingly undue 
delay in processing these claims? World War II was over 11 years 
ago. One would normally think that sometime before 10 or 11 
vears that these might have been adjudicated. 

’ Mr. Morse. The major portion of claims are for the taking of 
property and collision claims and charter claims and things of that 
sort. I notice here the crew war risk is only a small item of $55,000. 

The CuarrMaNn. The claims made were much larger ata the 
amounts allowed. * 

Mr. Morse. Yes. 

The CuarrMan. It took a little time to get them whittled down. 

Senator Dirksen. Except that 11 years is a long time. 

The CuarrMAN. But the interest only runs from the date of judg- 
ment, so the quicker we pay the judgment the better we are off. 

Senator HoLLanp. That is the real justification for this request. I 
think we should limit the payments to meeting this type of demand 
and that would be good business practice. 


SUGGESTED LANGUAGE 


I have asked the witness to submit appropriate language for the 
consideration of the committee. 
(The matter referred to follows:) 


DEPARTMENT OF COMMERCE 
MARITIME ACTIVITIES 
WAR SHIPPING ADMINISTRATION LIQUIDATION 


The limitation under this head in the Department of Commerce and Related 
Agencies Appropriation Act, 1956, on the amount available from prior appro- 
priations for the liquidation of certain obligations approved by the General 
Accounting Office and for the payme nt of obligations incurred against the working 
fund titled: “Working fund, Commerce, War Shipping Administration functions, 
December 31, 1946,” is increased from “$5,900,000” to ‘‘$24,000,000.”’ Provided 
that the amount of such increase shall be available for Court of Claims and 
district court judgments, out-of-court settlements, and payments to disabled 
seamen authorized by 58 Stat. 758. 
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Bureav or Pursuic Roaps 
FEDERAL-AID HIGHWAYS 


STATEMENTS OF GEORGE T. MOORE, ASSISTANT SECRETARY Fop 
ADMINISTRATION; JOHN T. MOORE, CHIEF ACCOUNTING 
OFFICER; C. D. CURTISS, COMMISSIONER, BUREAU OF PUBLIC 
ROADS; JAMES C, ALLEN, DEPUTY COMMISSIONER FOR FINANCE 
AND MANAGEMENT AND EDWARD J. MARTIN, CHIEF, BUDGET 
AND MANAGEMENT 

JUSTIFICATION 


Senator HoLtuanp. The next item in the amount of $100 million js 
for “‘Federal-aid highways,’ Bureau of Public Roads. The House bill 
as reported is identical in amount with the budget estimates. This 
amount, together with the $640 million appropriated for the current 
year, would provide a total of $740 million for fiscal year 1956. These 
funds are for reimbursement to the States for the Federal share of the 
cost of highway construction projects initiated under contract author- 
izations previously provided in Federal-Aid Highway Acts. At this 
point we will place your justification in the record. 

(The justification referred to follows:) 


“Bureau oF Pusiic Roaps 
““FEDERAL-AID HIGHWAYS 


“For an additional amount for ‘Federal-aid highways,’ to remain 
available until expended, $100,000,000, which sum is a part of the 
amount authorized to be appropriated for the fiscal year 1955.” 


This proposed supplemental appropriation is required for reimbursement to the 
States for the Federal share of the cost of highway construction projects initiated 
under contract authorizations previously provided in Federal-Aid Highway Acts 
It is anticipated that funds presently available for this purpose will be exhausted 
by the end of April. These funds are necessary to make prompt payments to 
States in the remaining portion of the current fiscal year. 


aera bene. oc ou Seo _ $640, 000, 000 
Cash carried over from prior appropri: utions__- qskeatteecdiac 473, 000 


Total cash available _ _ _.- Nie e : 640, 473, 000 
Expenditures to Jan. 31, 1956. ___ re ae ee 514, 400, 900 
Budge t estimate, next fiscal vear_ _ - Socata kd 800, 000, 000 
Request, to remain available until expe nded ; _..-. 100, 009, 000 
Needed: April 1956. 


PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


To provide additional funds for reimbursement to States for the Federal shar 
of cost of work done on approved Federal-aid highway projects. It is anticipated 
cash available for reimbursing States will be exhausted shortly before the end of 
April. 

JUSTIFICATION 


The regular estimate for the fiscal year 1956 in the amount of $680 millio! 
anticipated continuance of the record breaking progress the States have beet 
making in advancing their Federal-aid highway programs. It is now apparent 
the States’ rate of progress will not only reach the estimated level but will actually 
exceed the original forecast. The acceleration can be attributed to the increase 
in annual authorization rates from $575 million to $875 million, to the earl) 
apportionment among the States of both the 1956 and 1957 fiscal vear authoriza- 
tions and the general recognized need of highway improvements. 
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The Federal-aid highway program is rapidly approaching the current annual 
authorization rate of $875 million. For example, plans approved for highway 
and bridge construction during the 12-month period ending January 31, 1956, 
utilized $863 million of the Federal-aid funds. This is approximately $160 million 
more than for the comparable period 1 year ago. 

Contributing to the present anticipated need was the carryover of $40 million 
in State claims for reimbursement into the fiscal year 1956 when 1955 funds 
were exhausted. 

Federal-aid highway expenditures for the first 7 months of the current fiscal 
year total approximately $514,400,000. There remains only $126,100,000 of the 
1956 appropriation available for expenditure between January 31 and June 30, 
1956. Estimated expenditures for the balance of the fiscal year amount to 
¢226,100,000. It is therefore necessary to request a supplemental estimate of 
$100 million in order that funds may be available to continue reimbursements to 
the States through the end of the fiscal year for work dcne on projects approved 
under Federal-aid highway authorizations. 

The increased volume of Federal-aid work put in place (Federal share) during 
the first 6 months of the fiscal year in comparison with the work done during the 
same period for the previous 2 years is shown in the following table: 


Work put in place, Federal funds 


| 
Fiscal year Fiscal year | Fiscal year 
1954 1955 | 1956 


$65, 000, 000 $71, 000,000 | $74, 000, 000 

63, 000, 000 76, 000, 000 85, 000, 000 

70, 000, 000 78, 000, 000 79, 000, 000 

62, 000, 000 61, 000, 000 78, 000, 000 

November 46, 000, 000 52, 000, 000 59, 000, 000 


December J 27, 000, 000 35, 000, 000 | 38, 000, 000 


Potal- ti anid — 333, 000, 000 373, 000,000 | 413, 000, 000 


The following comparison of expenditures during the first 7 months of the same 
3 fiscal years reflects the effect of the increased construction earnings: 


Fiscal year Fiseal year Fiseal year 
1954 1955 1956 


$49, 646, 518 1 $73, 709, 156 1 $103, 496, 268 
57, 255, ¢ 57, 469, 157 65, 016, 486 
59, 143, 035 67, 998, 514 77, 424, 595 
58, 494, 990 68, 111, 231 73, 529, 863 
61, 723, 773 61, 636, 450 66, 584, 172 
55, 284, 845 58, 619, 800 80, 845, 528 
34, 472, 144 | 38, 705, 245 47, 500, 299 


376, 020, 580 1 426, 249, 55¢ 1 §14, 397, 


23, 474, 098 33, 484, 
30, 440, 679 34, 550, 7 
30, 699, 2f 37. 663, 2 226, 089, 789 
36, 048 . 680, 

3 34, 361, , 284, 


75! 
Total Feb. 1 to June 30 ; as 3 155, 024, 026 3 168, 664, 46: 2 226, 089, 789 


ment 4 


Fiscal year total, BPR------- ‘i ie iaatein. 531, 044, 606 594, 914, 016 740, 487, 000 


— 52, 298 +11, 322 —14, 000 


Fiscal year budget expenditures__...____- seta 530, 992, 308 594, 925, 338 740, 473, 000 


Abnormally high due to accumulation of vouchers submitted by the States in previous month. 
‘Abnormally low due to shortage of funds during June. 
Adjustments on account of in-transit items between BPR and ‘Treasury and allocated accounts. 


\s of January 1, 1956, the Federal share of that part of the work under contract 
ch was in place (earned) but not paid, amounted to approximately $270 
million. In addition the Federal share of work under contract, not yet in place, 


w 
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as of January 1, 1956, amounted to $547,200,000. A comparison of the latter 
figure with the comparable figures for the 2 preceding years follows: 


Jan. 1, 1954___- $378, 500, 000 
Jan. 1, 1955 437, 500, 000 
Jan. 1, 1956 547, 200; 000 


The Federal-aid highway appropriation for fiscal year 1956 provides funds for 
payments to the States of the Federal share of work done under four separate 
Federal-aid authorizations: (1) Primary highways, (2) secondary roads, (3) urban 
arterial routes, and (4) interstate highways. The appropriation also provides 
funds, which are reimbursed by appropriations in subsequent years, for flood 
damage restoration work, bridges over dais, and for administration of the 
Federal-aid highway program. Following is a statement of estimated expendi- 
tures for fiscal year 1956 by activities: 


Expenditures, fiscal year 
1956 


Activity 


Actual July | Estimated 
1 to Jan. 31 total 





| 
a 


Primary highways-. 

Secondary roads : 

Urban arterial routes_- 

Interstate highways 

Flood damage restoration 

Bridges over dams_- ean asda 
AGumeisiration..................-. 


| $220, 418, 57 


140, 970, 938 
110, 058, 111 
33, 403, 941 
2,021, 126 
20, 274 

7, 504, 251 | 


$300, 000, 000 
205, 000, 000 
174, 000, 00 

44, 500, 000 
3, 473,000 

300, 000 
13, 200, 000 


——— ei 
Ee . . nett en sii 514, 397, 211 740, 473, 000 


Cash available: 
Sn NOR SS oc ewnaeeacicaddeanbemanbneebenes 640, 000, 000 | : 
From prior appropriations___ bitessechccsa aegis Couan a 473, 000 640, 473, 000 
Supplemental estimate required_.__-......._-.--- i 100, 000, 000 





GENERAL STATEMENT 


Senator HoLtanp. While there is no argument here, I know, Cap- 
tain Curtiss, do you have any supporting statement or explanation 
you want to make briefly to the committee? 

Mr. Curtiss. I would like to say, first, that the allowance by the 
House in the full amount is, of course, satisfactory to the Bureau on 
the Federal aid item. You have correctly stated the situation. 

I might explain that the principal reason for this increase has been 
the rate at which the States have taken up the enlarged highway 
authorization. As you will recall, the 1954 act increased the annual 
authorization from $575 million to $875 million. Those funds were 
for the fiscal years 1956 and 1957 and were apportioned somewhat 
earlier than usual in order that the States could go ahead with the 
very greatly needed highway improvements. It has resulted in a 
greater demand for payment, that will come this year, than the 
appropriated funds will enable us to meet 
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Chairman Haypren. Would that not indicate that the State high- 
way department generally had done a lot of advanced planning so 
that they could take up the slack? 

Mr. Curtiss. Yes. They were ready to move into this and have 
done so very rapidly. 

Senator HoLttanp. What has been the experience of your agency 
under the authorization of $175 million for increased attention to the 
interstate system? 

Mr. Curtiss. You might call it a strange experience. It really 
comes down from the proposal for not the $175 million but a very 
greatly enlarged interstate highway program. Before that proposal 
was made the States on the average were using about one-third of 
their primary and urban funds for projects on the interstate system. 
That has just fallen way off in anticipation of this larger appropria- 
tion. They are using the primary and urban funds on other projects 
that are also badly needed. 


60-40 PROVISION 


Senator Hottanp. Has the 60-40 provision been likewise respon- 
sible for the falling off of the State funds? 

Mr. Curtiss. It may have had some effect, Senator. However, 
the States are using the $175 million at a good rate. 

Senator Ho.Luanp. In other words, whether it is from the 60-40 
or whether it is from the anticipation of a larger program or whether 
it is from better conditions in the States as far as their own funds are 
concerned, and also the increased pressure for the key roads, the 
States are meeting in full their participation in the $175 million 
annual appropriation for the State highways? 

Mr. Curtiss. Yes, sir. They are taking that up very rapidly. 

Senator HonLaNp. I am glad to hear that. 

Are there any further questions? 


EXPENDITURES FOR STATE HIGHWAYS 


Senator Dirksen. How much trouble would it be to insert a few 
tables in the record showing the amount expended for State on 
primary and secondary and interstate highways and also your arterial 
routes, with respect to work in place, the mileage put in place by 
States? I know that no tables were submitted for the House. 

Mr. Curtiss. We will be very glad to do that, Senator. 

(The tables referred to follow:) 
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DEPARTMENT OF COMMERCE, BuREAU oF PuBLIC Roapbs 


Federal-aid highway expenditures, by States, calendar year 1955 


Federal aid 


Primary | Secondary | Urban | Interstate | Total 





| | 

Alabama $7,255,411 | $6,888,765 | $1, 253,094 | $308,119 | $15, 705, 339 
CS RE A 5, 205, 175 | 2, 858, 288 | 645, 736 | 940, 217 | 9, 649, 416 
ee 4, 356, 900 4,962, 77 307, 742 | 6,214| 9,633. B39 
California - _--- ‘ 14, 506, 517 7, 577, 791 14, 572, 597 | 4, 065, 800 40, 722, 705 

Colorado _- . conn ; xt 4, 982, 461 | 3, 093, 926 | 693, 087 839, 064 9, 608, 538 

iio tee dsscibancadinileinnl 473, 241 335, 151 | 2, 245, 718 | 16, 211 3, 070, 321 

cds catenin , 728, 235 | 759, 770 | 955, 922 | 121, 250 3, 565, 177 

Florida-____- jopianeendl , 738, 233 3, 071, 237 3, 379, 225 146, 637 2, 335, 332 
lta hin Sgel 141, 097 5, 558, 848 814, 088 276, 047 3, 790, OR 

Idaho , 489, 436 | 3, 246, 226 | 381, 511 228, 777 | , 345, 950 

Illinois 881, 066 | 7, 441, 694 | 13, 270, 276 4, 405, 532 35, 998, 5ag 
Indiana 182, 243 3,325,423 | 4, 876, 001 89, 366 | 473, 033 

Towa _-_- 126, 293 | 5,911, 347 | 2, 124, 049 | 559, 714 }, 721, 408 
Kansas 124, 453 5, 912, 761 2, 122, 809 1, 183, 622 5, 343, 645 
Kentucky 141, 742 4, 936, 397 | 1, 359, 180 aoactaige state | , 437, 319 
Louisiana 698, 888 | 3, 077, 755 | 1, 722, 988 | 178, 460 , 678, 091 

Maine_-_- <a 648, 251 1, 886, 346 328, 604 | 30, 277 , 893, 478 
Maryland __---....--- ce , 756, 588 1, 629, 777 | 1, 627, 563 | 173, 913 5, 187, 841 
Massachusetts__--.----- 2, 501, 136 1, 414, 975 | 4, 761, 379 | 573, 982 , 251, 472 
Michigan iinet ae 8, 686, 467 | 5, 879, 429 7, 915, 352 855, 230 23, 336, 478 
Minnesota _-_----- Le cand eeawee 8, 834, 903 5, 776, 290 1, 766, 904 1, 142, 401 | , 520, 498 
Mississippi a 5, 601, 040 4, 387, 084 | 1, 053, 395 | 313, 199 , 394, 718 
Missouri — 9, 805, 074 | 3, 324, 410 | 2, 755, 709 | 3, 921, 153 | 9, 806, 346 
LE a Ee ee See ree 4, 711, 672 2, 744, 060 | MTD lod~~aneen oul 7, 723, 437 
Nebraska-.-------- j oan 7, 114, 355 | 5, 096, 073 | 1, 290, 216 | 365, 704 3, 866, 348 
Nevada. -.- . - 4, 170, 679 | 1, 295, 753 | 248, 604 | 347, 739 | 5, 062, 775 
New Hampshire 1, 819, 842 623, 370 591, 654 1, 828 | 3, 036, 694 
SIN INU iiss ene tm cote es 630, 296 533, 475 5, 160, 346 | 56, 064 5, 380, 181 

New Mexico 3, 928, 101 | 3, 346, 213 | 756, 848 1, 648, 568 , 679, 730 
New York 11, 560, 536 | 5, 430,963 | 29, 265, 202 27, 841 | h, 284, 542 
North Carolina 7, 295, 500 5, 543, 537 2, 443, 923 | 1, 211, 322 | 3, 494, 282 
North Dakota | 3, 775, 531 | 3, 025, 202 552, 506 | 668, 902 §, 022, 141 
I ccc iritciini faenati ad | 6, 322, 730 | 3, 757, 906 7, 581, 265 | 848, 529 | , 510, 430 
Oklahoma 6, 649, 698 3, 385, 366 | 1, 825, 501 161, 820 | , 622, 385 
Oregon_ : 3, 991, 160 | 2, 995, 760 902, 686 | 2, 815, 695 | , 705, 301 
Pennsylvania 9, 048, 009 | 6, 539, 650 12, 349, 614 | 664, 560 | 601, 833 
PON io sve aceniee sh , 323, 1, 475, 095 | 388, 624 | 239, 479 3, 426, 323 
South Carolina_--.------ eee -| 2, 730, 476 532, 409 | 205, 313 , 566, 414 
South Dakota_---- 3, 139, 237 | 835, 961 | 224, 547 | , 208, 641 

Tennessee... .-.----.--- Socmainania 3, 452, 040 | 1, 931, 020 163, 572 11, 506, 924 
IS te iat inemnanicatexivebciee 14, 928, 800 8, 431, 400 5, 478, 800 53, 137, 000 
Utah. 2, 449, 269 | 555, 270 400, 554 | 6, 607, 651 

\ pahniaaieiciae camel | 1, 060, 672 201, 743 1, 828 2, 565, 873 
Virginia ___- 3, 786, 157 | 2, 683, 382 | 239, 842 11, 517, 234 
Washington 2, 583, 061 2, 522, 381 571, 912 9, 574, 649 
West Virginia 1, 335, 214 363, 158 252, 014 5, 997, 413 
5, 345, 704 | 2, 734, 648 | 67, 422 | 15, 000, 053 
2, 321, 857 259, 520 1, 219, 194 7, 428, 428 
oe uy. AR ER , 245, 310 438, 900 | 281,120 | 1, 965, 330 
District of Columbia_..--.--..--| , 471, 600 | —8, 730 | 1, 124, 824 | | 2, 587, 694 
Puerto Rico- | 1, 026, 937 | 1, 205, 904 | 676, 822 -| 2, 909, 663 

| ! 


- 
CSSA S 
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Wyoming 
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277, 051, 834 | 183,817,450 | 157, 691, 281 38, 258, 234 656, 818, 799 
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Federal-aid highway projects completed during calendar year 1955 


| 


Number of railway- | Number of 
y highway grade crossings railroad grade- 

awe ____| «Cseparation 

8 | structures 
Eliminated| Protected |reconstructed 


| 
Alabama- - -- -=0---- eae’ ae | 203 | 
{rizona = - . .é 72 
Arkansas . | . 123 | 
California. - - : . av sete cl 347. 128 | 
Color 10 
Connecticut- 
Delaware.. 
Florid 4.. 
Georgia..-- 
Idaho 
Illinois 
Indiana 
lowa 
Kansas 
Kentucky 
Louisiana 
Main 
Maryland 
Massachusetts_.. 
Michigan. --- 
Minnesota..-.--. 
Mississippi 
Missouri és 
Montana 
Nebraska.--- 
Nevada - - ici ltniaindmemcemin teeta ans 
New Hampshire... 
New Jersey ---.---- 
New Mexico-.-.----- 
New York-- — 
North Carolina. 
North Dakota------ 
Ohio iene 
Oklahoma. 
Oregon 
yy! 
Rhode Island -..----- 
South Carolina 
South Dakota 
Tennessee. 
Texas 
Utah. sine 5 sila acicgla eta suareisiots 
a 35. 
Virginia - Ce deta eae diel 332. 
Washington - bE ee PELE IE 
West Virginia. -- nk os 64 
Wisconsin 
Wyoming-...-.-.--. 
Hawaii 2 desman mal 8. 
District of Columbia. - -- | 4. 
Puerto Rico. -- 12. 


= OO bD 00H OO 2 


‘a 
3.3 
9) 
1. 6 | 
.5 
4] 
5 
.0 
1] 
2 | 
6 | 
0 
3.3 
.8 | 
.8 | 
0 | 
.4 
4 
a } 
.8 
2 | 
L? 
0 | 
2) 
2 | 


ik icin ete cboinsthied 22, 239. 6 | 


| 
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Federal-aid highways unliquidated obligations on projects under contract as 
Mar. 1, 1956 


| 
, | Cons ti 
Work done Cie 
| tract not 
| completed 
' 


(earned) 
not paid 
' 


ANNNER capnemsnetipininalecseduaseen.| ST SBeD | “ISR Tete, 


Arizona_____- oe aonneke , 853, 000 4, 985, 000 | 5, 838, (op 
Arkansas... .____- ae ee ae ; 1, 262, 000 6, 934,000 | 196, 009 
California_- se : a alin cleaeal acl aeeee 15, 263, 000 40, 087,000 | 350. 000 
RUIN cca cs cna . POR OE a 3. 700, 000 6, 043, 000 9, 743, 009 
Connecticut - - -. 5 _— ieee aad 649, 000 2, 848, 000 3, 497, 00 
Delaware -_- : bari ; 5 tahaieoes fa beens , 073, 000 | 2,071, 000 | 3, 144,009 
Florida__- i 3 : ; 3, 093, 000 12, 646, 000 | 5, 739, 000 
Georgia_ : > nae , 012,000 | 3, 380, 000 , 392, 000 
Idaho___- : gh ; . . asst 2, 646, 000 , 789, 000 | 7, 435, 000 
Illinois_- Fiieciiaciedalininaiss ‘ 5, 706, 000 . 054, 000 | 760, 000 
Indiana___ ite detenens denies ainda , 382, 000 , 867,000 | , 249, 000 
cee : , 730, 000 9, 256, 000 | 986, 000 
Kansas - - ‘ a cee edited are | 878, 000 , 436, 000 , 314, 000 
Kentucky ----_- aiiiinata , 310, 000 3, 461, 000 | 20, 771, 000 
Louisiana___ ah : , 654, 000 2, 180,000 | , 834, 000 
Maine a : plein aiasicdhaatedicliass , 227, 000 5, 458, 000 | , 685, 000 
Maryland _--- nine adie i eepiiaect 209, 000 . 400, 000 | . 609, 000 
Massachusetts______- on ae ; 5, 190, 000 | 014, 000 | 5, 204, 000 
Michigan_ ‘ Seatac cea pike , 120, 000 20, 973, 000 | 33, 093, 000 
Minnesota__- : ss ante 3, 867, 000 3, 188, 000 7, 055, 000 
Mississippi - - ._- a bes dis 2, 716, 000 , 974, 000 , 690, 000 
Missouri_______- E a ; 7 ae 5, 295, 000 889, 000 | 31, 184, 000 
Montana 7 ; aaa ‘ Siete a aeeiaee : 5, 859, 000 , 055, 000 , 914, 000 
Nebraska 2, 642 000 | . 750, 000 | 392.000 
Nevada : 734 000 5, 303 000 | 037, 000 
New Hampshire | . 714 000 954 000 3. 668. 000 
New Jersey z 3, 357, 000 , 548, 000 , 905. 000 
New Mexico , 922. 000 734, 000 | 5, 656. 000 
New York | , 883 000 3. 329, 000 3. 212, 000 
North Carolina , 217, 000 | . 048, 000 30. 265, 000 
North Dakota 441, 000 388 000 | 829, 000 
Ohio 250 000 486, 000 736, 000 
Oklahoma 068 000 . 407, 000 | 475, 000 
Oregon 054. 000 924 000 | 978, 000 
Pennsylvania 334 000 , 933, 000 | 267, 000 
Rhode Island 713 000 5. 449, 000 162, 000 
South Carolina. - . 805 000 662, 090 467, 000 
South Dakota 847, 000 5. 589 000 436, 000 
Tennessee 031, 000 | }, 642, 000 673, 000 
Texas 282, 000 37, 059, 000 341, 000 
Utah ie , 886 000 5, 164 000 050, 000 
Vermont E ‘ 502, 000 | 2, 430, 000 932, 000 
Virginia 405, 000 797, 000 | 202. 000 
Washington 263 000 | 501, 000 764, 000 
West Virginia 968, 000 5 027, 000 995, 000 
Wisconsin 098, 000 | 3. 531, 000 629, 000 
Wyoming_-. 136, 000 5, 050, 000 186, 000 
Hawaii : 068, 000 , 659, 000 727, 000 
District of Columbia 077, 000 2, 963, 000 040, 000 
Puerto Rico 828, 000 3, 845, 000 673, 000 
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Totals_ -_-__- aatiaartalecet. : . .| 245, 624, 000 646, 374, 000 998, 000 


FOREST HIGHWAYS 


Senator HoLtanp. The next item is ‘‘ Forest highways,’”’ Bureau of 
Public Roads. The budget estimate was in the amount of $4 million; 
the House bill as reported provides $3 million. It is noted that the 
Commissioner of Public Roads in his testimony before the House 
Appropriations Subcommittee (p. 577) stated: 

Due in large part to storms that took place in the Northwest and West, our 
work has slowed down and our estimate, it appears now, is more than we will 
need. We feel that this estimate of $4 million could safely be cut to $3 million 


and still permit us to make payment to the contractors of all bills that will come 
due the remainder of the year. 
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JUSTIFICATION 


The funds involved are largely for payment to contractors for 
highway construction work undertaken pursuant to contract authori- 
zations included in Federal-aid highway acts. We will place your 
iustification in the record at this point. 

(The justification referred to follows:) 


“FOREST HIGHWAYS 


“For an additional amount for ‘Forest highways’, to remain available until 
expended, $4,000,000, which sum is a part of the amount authorized to be appro- 
priated for the fiscal year 1956.” 

This proposed supplemental appropriation is largely for payment to contractors 
for highway construction work undertaken pursuant to contract authorizations 
included in Federal-Aid Highway Acts. It is anticipated that forest highway 
funds currently available for this purpose will be exhausted by late March. These 
funds are needed to cover payments coming due in the remaining portion of the 
fiscal year. 


EEE EE 
Cash carried over from prior appropriations___- - sp honeas 179, 000 


Total cash available_ ___-_ : Att hs Ait ae nT SOS 21, 929, 000 
Expenditures to Jan. 31, 1956_________-- Ba : 18, 200, 000 
Budget estimate, next fiscal year_ _ __ 42 ee es 23, 000, 000 
Request to remain available until expended_--_-_- es 4, 000, 000 
Needed: Late in March 1956. 


PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


To provide additional funds for making contract payments for work done on 
approved forest highway projects. Cash available is not sufficient to carry 
payments through the fiscal year. 


JUSTIFICATION 


Contract authorijy in the amount of $22,500,000 for each of the fiscal years 
1956 and 1957 was provided for the forest highway program by the Federal-Aid 
Highway Act of 1954 approved May 6, 1954. 

The forest highway program was accelerated in 1954 by the apportionment on 
July 1, 1954, of the 1956 fiscal year authorization approximately 6 months earlier 
than usual. While the 1957 authorization was not apportioned until August 9, 
1955, approximately 13 months later, the program is still advanced almost 5 
months in keeping with current efforts to expedite the Nation’s highway program. 

The current status of authorizations for forest highways which have not been 
fully appropriated is reflected in the following tabulation: 


Meral wear ¢ iaati lon | ! aa ae sonriated| Unappropri- 
Fiscal year authorization Authorized Apportioned |Appropriate d| ated balanes 





$22, 500,000 | $22,500,000 | $2,750,000 | $19, 750, 000 
22) 500,000 | 22, 500,000 22’ 500, 000 


As indicated above, the supplemental estimate in the amount of $4 million 
would represent liquidation of an additional portion of the 1956 fiscal year author- 
ization. Approval of the request would constitute liquidation of a total of 30 
percent of the authorization for the current fiscal year. 

Current analysis of the balance of funds available for this fiscal year against 
the unliquidated obligations makes it apparent that a supplemental estimate of 
34 million will be required if payments to contractors for work accomplished are 
to be continued throughout the fiscal year. In the forest highway program, 
construction contracts are generally between the Federal Government and the 
highway contractors. Claims for work performed are submitted directly to the 
Government by the contractors on a monthly basis. 


74919 —56——__8 
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Forest highway expenditures for the first 7 months of the current fiscal year tot; al 
approximately $18,200,000. As of February 1, 1956, there remained only 
$3,700,000 of the 1956 appropriation available for expenditures between F ebruary 
: wae June 30, 1956. The current estimate of expenditures for this period jg 

700,000 representing an anticipated deficiency of $4 million. 

mt his supplemental estimate for forest highways does not represent an increased 
estimate for the current fiscal year. The need for additional funds for the c urrent 
fiscal year is partly due to the ne cessity of carrying over a total of approximately 
$1 million of unpaid claims into fiscal year 1956 when 1955 funds were e xhausted. 

The following tabulation indicates the status of the forest highway program as 
of December 31, 1955: 


lh te Forest high- 
Potal cost | way fund 


Programed only -- ieee | $15, 759, 312 $14, 601, 683 
Advertised, not under construction ___ ‘ ; a ; 1, 693, 884 1, 622, 283 | 
Under construction - sins teat eiaiolcshup inte tarsi ‘ _ 23, 992, 182 21, 344, 888 | 


Pstedepetnwae nae Coa “41, 445, 378 | 37, 568, 854 | 


' 


Unliquidated obligations as of June 30, 1954, carried forward into fiscal year 
1955 totaled $19,045,000. In comparison, the unliquidated obligations as of 
June 30, 1955, carried forward into the current fiscal year were approximately 
$2,500,000 greater or a total of $21,540,000. The cash balance as of June 30, 
1954, carried forward into fiscal year 1955 totaled approximately $3 million. By 
contrast, on June 30, 1955, funds were exhausted and unpaid claims totaling 
approximately $1 million were being held until 1956 funds became available. 

The following tabulation reflects actual expenditures by months for fiscal vears 
1954 and 1955 in comparison with actual and estimated expenditures for the 
current fiscal year: 





Fiseal year | Fiscal year Fiscal year 
1954 1955 5 


July ___--- | $1,950,700 | $1, 284, 583 
August . : 3, 043, 872 | 2, 560, 112 
September 3, 229, 046 | 2, 924, 133 
October ieee , 952, 297 3, 087, 376 
November 2, 258, 213 3, 256,151 | 
December 3 5 ce , 895, 890 | 1, 707, 392 
January : ; 868, 316 | 1, 595, 297 | 


Total July 1 to Jan. ; aie : }, 198, 334 | 16, “415, 044 


February : 726, 727 | 2 130, 327 

March i 886, 179 | 2 37, 261 | 

April Fie 553, 241 | 2 49, 482 |} , 713, 927 
May Ranch ey 886,772 | 43, 293, 372 

June , 509,611 | 81,151,044 | 


Total Feb. 1 to June 30 ; pa 562,530 | § 4,661, 486 | 713, 927 


Fiscal year total, BPR 20, 760,864 | 21,076, 530 25, 92k, (00 
Adjustment ee wet ‘ : — 168, 387 | Fal, 306 | +1, 000 


Fiscal year budget expenditures <a < 20, 592, 477 | 21, 367, 836 25, 929, 000 


! Abnormally high because $1 in unpaid claims were carried forward to fiscal year 1956 when fiscal year 
1955 funds were exhausted. 

2 Abnormallylow due to shortage of funds pending enactment of Second Supplemental Appropriation Act, 
1955, approved Apr. 22, 1955. 

3 Estimated. 

# Abnormally high due to accumulation of vouchers submitted in previous months. 

6 Abnormally low due to shortage of funds, $1 million in unpaid claims having to be carried forward to 
fiscal year 1956. 

6 Adjustments on account of in-transit items betwcen BPR and Treasury. 


It is estimated that a supplemental appropriation of $4 million will be needed 
to continue payments to contractors to June 30, for work performed. 
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EFFECT OF STORMS ON CONSTRUCTION 


Senator HoLLAND. Do I understand because of those storms and 
pecause of the slowing down of the work on these forest highways for 
which you were granted the right to go ahead under contract author- 
izations by the last Federal aid bill that the $3 million will suffice 
rather than the $4 million? 

Mr. Curtiss. Yes, sir. We are satisfied that it will be ample. 


NaTIONAL BuREAU OF STANDARDS 
PLANT AND EQUIPMENT 


STATEMENTS OF GEORGE T. MOORE, ASSISTANT SECRETARY FOR 
ADMINISTRATION; JOHN T. MOORE, CHIEF ACCOUNTING 
OFFICER; DR. A. V. ASTIN, DIRECTOR, NATIONAL BUREAU OF 
STANDARDS; R. S. WALLEIGH, ASSISTANT DIRECTOR FOR 
ADMINISTRATION; DR. F. W. BROWN, DIRECTOR, BOULDER 
LABORATORIES; AND W. W. BOLTON, BUDGET OFFICER 


LANGUAGE PROPOSAL 


Senator Hottanp. The final item for the Department of Commerce 
is a language proposal authorizing the use of not to exceed $15,000 of 
the current year’s appropriation for “‘Plant and equipment,” National 
Bureau of Standards, for acquisition of land for operation of a radio 
propagation field station in the Territory of Hawaii. The House bill 
as reported approves the language as requested. At this point we will 
place the justification in the record. 

(The justification referred to follows:) 


“NATIONAL BUREAU OF STANDARDS 
“PLANT AND EQUIPMENT 


“Not to exceed $15,000 of the appropriation granted under this head in the Depart- 
ment of Commerce and Related Agencies Appropriation Act, 1956, shall be available 


for necessary expenses for the acquisition of land necessary for the operation of a radio 


propagation field station in the Territory of Hawait.”’ 

As a result of an expiring lease, the National Bureau of Standards finds it neces- 
sary to acquire possession of land on which certain radio propagation facilities are 
presently located near Maui, T. H. The proposed language would authorize 
purchase of the land using funds presently available to the Bureau. 

The proposed language would authorize the National Bureau of Standards to 
acquire, at a cost not to exceed $15,000, such lands as may be necessary for the 
operation of a radio propagation field station in the Territory of Hawaii. 

In 1947 the National Bureau of Standards began operating a radio propagation 
field station at Kihei, Maui, T. H. The site of the field station comprises 3 acres 
and has been leased on an annual basis, at a rental of $300 per year. The field 
station is used as a regular ionospheric sounding station making vertical-incidence 
ionospheric measurements and is also occupied by radio station WWVH for 
standard frequency broadcasts. The site has 3 buildings with a total estimated 
value of $15,000. These facilities were built by another agency of the Government 
which utilized this land during the war. The buildings house ionospheric equip- 
ment and standard frequency broadcasting equipment valued at $158,000. 
rhere is also an elaborate antenna installation on the site. 

The owner of the property has advised that he does not desire to continue 
leasing this property to the Government, but has offered to sell the present site, 
together with an additional 1% acres. The present lease expires June 30, 1956. 
rhe purchase of the site, with the additional 1% acres, is not only desirable, but 
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highly advisable. The Bureau has attempted to find another site in the genera) 
area suitable to our needs but has been unsuccessful. In addition, members of 
the staff familiar with the situation have estimated that it would cost well oye, 
$100,000 to dismantle this operation and move to another site. While this cos, 
estimate of a move to another location may seem high, it should be pointed oy; 
that any move would involve continued operations at the present site while ney 
crystal oscillators are stabilized at the new site, since close comparisons must he 
secured over a period of several months. 

It is essential that radio propagation field stations be located at strategic sites 
throughout the world. Location of a station in the Hawaiian Islands is essentig| 
to such coverage. The importance of making vertical-incidence ionospheric 
measurements and standard frequency broadcasts is well recognized throughout 
the world. Since this has been found to be the most desirable site to carry op 
this operation and secure required information in the worldwide distribution of 
ionospheric phenomena, we have coricluded that the acquisition of the present 
site is imperative. 

Funds have been reserved in our current appropriation to cover the cost of 
this acquisition which will not exeeed $15,000. 


IMPORTANCE OF HAWAII BROADCASTS 


Senator HoLuanp. Dr. Astin, the Director of the National Bureay 
of Standards, is with us. Do you wish to make any further state- 
ments with regard to this item, for which I understand you are not 
taking any appeal from the House action? 

Mr. Astin. I think our justification covers the situation quite ade- 
quately. I might, however, expand a little bit on the importance of 
the field site, the role which our activities play in modern technology 
and things of that nature. 

We broadcast from our station at Hawaii standard frequency and 
time signals which are used by the Armed Forces in the Pacific, and 
by the radio and electronic industry on the west coast. This Ha- 
waiian station supplements standard frequency and time broadcasts 
from our other station in Beltsville, Md. Also over this station we 
broadcast warning signals about magnetic storms or other things which 
affect radio communications and conditions, which are of considerable 
importance not only to the civilian communication industry across the 
Pacific area but also to our armed services. 

In addition, this is one of the important stations in our network of 
stations which make observations on the upper atmosphere on the 
conditions which affect radio communications. 

These two activities—the soundings on the upper atmosphere and 
the broadcast of signals—are the important functions served by this 
station. 

Senator Hotuanpb. Are there any further questions? 

If not, thank you, Dr. Astin. 

That concludes the Commerce Department. 

I want to advise the committee that the only other increases in 
the various supplemental requests are for increased pay costs under 
the pay bills passed by Congress and the House has granted those as 
a matter of justice. 

I take it for granted we do not want any additional hearings. 

Chairman Haypen. That is right. 

(Whereupon, at 10:40 a. m., a recess was taken until 2 p. m.) 
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Arter Recess (2 P.M.) 
REAL PROPERTY INVENTORY 


Chairman Haypren. You have before you a committee print of the 
inventory report on real property owned by the United States in 
United States Territories and possessions and in foreign countries 
as of June 30, 1955, prepared in summary. form by General Services 
Administration at the request of this committee. Also, there is a 
proposed press release giving some of the details. 

This is the first time in history we have had such an inventory. 
It is a companion report to the domestic inventory issued as Senate 
Document No. 100 on February 14. The 2 reports show total 
worldwide real property holdings that have cost $38 billion. 

A complete set of the detailed data sheets, listed from the electric 
accounting machine coded puncheards, is furnished to the Senate 
and House Appropriations Committees and Government Operations 
Committees. The books exhibited here show the unclassified prop- 
erties, by country and by agency. The voluminous classified portions 
are stored in the committee’s safe. 

Each reporting agency has its detailed information, and a reference 
file is maintained by General Services. 

As with the other reports, only the summary is to be printed for 
general distribution, since the cost of printing all of the data sheets 
is prohibitive. 

I believe it is important for the information in this inventory to be 
made available as soon as possible, and that the inventory be reissued 
for each fiscal year. Since our next committee meeting may not be 
called for some days, I am presenting the matter in this way. 


PRESS RELEASE 


Without objection, therefore, I will report as a committee action a 
recommendation that the committee print be issued as a Senate 
document. In the meantime, copies of the committee print will be 
given to the press, for release on March 27. 

(Press release referred to follows: ) 


(For release at 12:30 p. m., Tuesday, March 27, 1956, by Senate Committee on 
Appropriations) 


For the first time the Federal Government has complete tallies of its real 
property, at home and abroad. 

Sum totals in United States realty holdings were revealed today when Senator 
Carl Hayden, chairman of the Senate Committee on Appropriations, announced 
that the committee has received the first complete inventory of federally owned 
real property in foreign countries and United States territories and possessions. 

The inventory, prepared by General Services Administration at the committee’s 
request, supplements the GSA domestic inventory which the committee received 
and announced last month. Senator Hayden also announced that GSA hereafter 
will bring both inventories up to date annually so that the Government will have 
a running account of all its realty. 

The findings from the overseas inventory are summarized in a new Senate docu- 
ment, Inventory Report on Real Property Owned by the United States in United 
States Territories and Possessions and in Foreign Countries, as of June 30, 1955, 
which the committee authorized for publication. The summary report is a com- 
panion to Senate Document No. 100 which sums up the domestic holdings. As 
both detailed inventories are huge compilations running to thousands of pages, 
they have not been published although master copies of both, except for security 
installations, are open to inspection on request at GSA. 
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Franklin G. Floete, Administrator of General Services, transmitted the r por 
and the inventory to the committee with a letter pointing out— 

“Every effort has been made to achieve maximum accurac y. However 
this is the first time an inventory of real property outside the con 
United States has been reporte d. Accordingly, it would be improper r {0 
assume that there are no discrepancies. Additional work is needed to re 
the data and the records of the holding agencies from which the data ay 
obtained.”’ 


The new inventory figures show holdings of 345.6 million acres of land and fagijj. 
ties in 108 foreign countries and 8 United States Territories and possessions. T), 
acquisition cost, exclusive of the public domain, totaled $5% billion. 

Added to continental property costing $32.5 billion, the Federal Governmen: 
now has worldwide ownership of real property acquired at a cost of $38 billion. 
excluding domain lands at home and inthe Territories. The total acreage amounts 
to 753.5 million and is equal to an area comprising all States east of the Mississippi 
River, plus Texas and Louisiana. 

GSA’s tabulations show holdings are distributed around the world, in such 
widely dispersed places as the Canton and Enderbury Islands in the South Pacific, 
Mozambique in Africa, Switzerland in central Europe, Malaya in southeast Asia, 
and Surinam in South America. 

In addition to military installations, which have not been reported in detail, 
the report shows that the civilian agencies have 1,049 installations outside th. 
continental United States, ranging from 1 for the International Boundary and 
Water Commission to 355 for the Treasury Department, mostly Coast Guard 
installations. 

The preponderant balance of the offshore holdings, 343.8 million acres, are in 
the Territories and possessions, principally Alaska and the Canal Zone. A total 
of 1.8 million acres are located in foreign countries. 

Of the total acreage in foreign lands, 99.7 percent is owned by the Department 
of Defense. The balance is distributed among civilian agencies, principally the 
Department of State with over 195 installations in 105 countries. 

Also in the total are holdings in Iron Curtain countries—in Albania, Bulgaria 
and Red China—with which we do not maintain diplomatic relations. Realty 
there is being cared for by third-party nations with diplomatic offices on th 
scene. The United States owns no realty in the Soviet Union. 

Despite the worldwide range of holdings, nearly all of the 345.6 million acres 
outside the continental United States is in Alaskan public domain lands, which 
total 343.1 million acres. Thus, 92.1 percent of the offshore holdings, in Terri- 
tories and possessions as well as foreign lands, from the standpoint of acreage, is 
controlled by the Department of the Interior. The Department's large shar 
reflects the substantial public-domain holdings in Alaska. 

The next largest single parcel of offshore property is the 358,278 acres making 
up the Panama Canal Zone. 

The inventory figures also include land in which the Government has a life 
interest instead of titled ownership. A “‘life interest” is defined to cover any 
real property which has been acquired by the United States by treaty or long- 
term lease (99 years, in perpetuity, etc.). The Panama Canal Zone is in the life- 
interest category. 

In addition to the worldwide acreage figure, the Government holds in trust 
55.3 million acres of land. The trust properties are principally Indian reserva- 
tions, all within the continental United States, except for 100,000 acres in Alaska. 

Land acreage owned by the Government in the Territories, possessions, and 
foreign nations is employed in six major categories: Forest and wildlife preserves, 
Alaska oil and gas reserves, parks and historic sites, military functions, the Alaska 
Native Reserve, and grazing lands. 

The predominant usages of buildings and facilities in the same areas are holis- 
ing, office space, service areas, storage facilities, hospitals, schools, industrial 
facilities, prisons, and other institutions. 

The General Services Administration said it will continue to keep the inventory 
up to date on an annual basis. 





































































































































































Note to correspondents 


The Committee on Appropriations has made available as a committee print 
the text of the inventory report in advance of its publication as a Senate docu- 
ment. The committee print is subject to the same publication date as this release. 

For further information, you may address queries— 

On policy questions to Independent Offices Subcommittee, Senate Committee 
on Appropriations, N Ational 8-3120, Extension 61. 























$1 


SECOND SUPPLEMENTAL APPROPRIATION BILL, 1956 117 


On subject matter to GSA, Office of Public Information, EXecutive 3-4900, 
Extension 4511, and Office of the Comptroller, Extension 4131. 

Photos (8 by 10) of charts Nos. 1, 2, 4, and 6 are available upon request from 
GSA Office of Information. 


CHAPTER IV—GENERAL GOVERNMENT MATTERS 
COMMISSION ON GOVERNMENT SECURITY 


STATEMENTS OF HON. JOHN C. STENNIS, VICE CHAIRMAN; HON. 
NORRIS COTTON, COMMISSIONER; DOUGLAS R. PRICE, EX- 
ECUTIVE SECRETARY; AND ELWYN DARDEN, ASSISTANT GEN- 
ERAL COUNSEL, COMMISSION ON GOVERNMENT SECURITY 


AMOUNT REQUESTED 


Chairman Haypen. The Commission on Government Security is a 
new Commission, authorized last August in Public Law 304 to study 
the entire Government security program, to expire March 31, 1957. 

$50,000 was provided in the Legislative Appropriations Act last 
year, and $200,000 additional is requested in the supplemental esti- 
mate. 

The House allowed the full amount. 

Senator Stennis, of our committee, is one of the 12 Commissioners 
and Vice Chairman. Loyd Wright, of Los Angeles, Calif., is the 
Chairman. 

The supplemental estimate and justifications will be placed in the 
record. 

(The supplemental estimate and justifications referred to follow:) 


SUPPLEMENTAL ESTIMATE 
(H. Doe. 330) 
‘“COMMISSION ON GOVERNMENT SECURITY 
“SALARIES AND EXPENSES 


“Wor an additional amount for ‘Salaries and expenses’, $200,000, and said 
appropriation shall remain available until March 31, 1957.” 

This proposed supplemental appropriation is necessary to carry out the objec- 
tives of the act of August 9, 1955 (Public Law 304). The Commission which has 
been recently organized has determined that a staff of approximately 80 em- 
plovees will ultimately be required to accomplish its program. Consequently, the 
Commission proposes that the amount of $50,000 appropriated under the Legis- 
lative Appropriation Act, 1956, be supplemented in order that the projected level 
of operation may be achieved by the close of this fiscal year. The Commission 
plans to request a further supplemental for fiscal year 1957 as soon as the require- 
ments can be better determined. 


EXPENDITURE RATE 


Chairman Haypen. Senator Stennis, we will be glad to hear from 
vou. 

Senator Stennis. Senator Cotton and I are both here today as 
members of the Commission. This is a request for the Commission 
of $200,000. The initial appropriation was $50,000 and obligations 
have been incurred totaling $21,451.53, leaving approximately $28,500 
as an unexpended balance to carry the present staff of 17 through 
June 30, 1956, which would require that amount. 
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We are now down to the point where that amount will be required 
to carry the staff through the last 90 days. 

As a part of the picture, I think we ought to tell you what wil] be 
done by this Commission. The statutory time for the report of the 
Commission is December 31, 1956, which will probably have to bp 
extended for some months. 

Chairman Haypen. I imagine you will have to get additional time. 

Senator STENNIs. This is a study rather than an investigation and 
will likely require some additional time. The study is of such 
nature that it cannot be assembled except after weeks and months 
of very painstaking work. You will recall that the second Hoover 
Commission lasted for 1 year, 11 months and 20 days, with total 
appropriations of $2,248,000, and I don’t think our study will have 
to be as comprehensive as that but we do have to make a broad study, 
Yes; [ am sure that our expenses will run considerably less than that 
figure. 

Senator Cotton is here and we would be glad to answer any questions 
the committee may have. 

Senator Corron. Mr. Chairman, I have no statement; I am here 
simply to appear with Senator Stennis. 

I would call the committee’s attention to the fact that Mr. Loyd 
Wright is Chairman and Senator Stennis is Vice Chairman and speaks 
for the Commission. In addition there are two members from the 
executive branch as well as two Representatives and six who are not 
in the Government. 

I simply want to reiterate to the committee that the request as 
presented by the chairman and by Senator Stennis is entirely necessary 
and reasonable. 

Thank you, sir. 

Senator Stennis. I would like to make one observation, if I may. 
Six members of the Commission serve without compensation in that 
they are already Members of the Congress or officials in the Executive 
branch and so serve on the Commission entirely without compensation 
but the others are on a per diem basis, and of course, there are other 
expenses such as their traveling expenses. 

Chairman Haypren. That would be necessary, of course. 


STATEMENT OF LOYD WRIGHT 


I will put the statement of Loyd Wright as Chairman of the Com- 
mission in the record. 
(The statement referred to follows:) 


STATEMENT OF Loyp WriGHT, CHAIRMAN OF THE COMMISSION ON GOVERNMENT 
SECURITY 


Publie Law 304 of the present Congress established the Commission on Govern- 
ment Security. The act was approved August 9, 1955, and provides for the 
appointment of 12 Commissioners and a staff necessary to carry out the duties 
of the Commission. 

These duties are: 1, to study and analyze the statutes, executive orders, and 
other regulations and directives relating to the entire Government security 
program; 2, to study and investigate the manner in which these authorities are 
being administered and implemented; and, as a result of this study, 3, to make 
such reports and recommendations as may appear necessary to protect the na- 
tional security and to insure the rights of individuals. 
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The Legislative Appropriations Act of 1956 (Public Law 242, 84th Cong.) 
included an initial appropriation of $50,000, which is presently being used to defray 
the organizational costs and current expenses of the Commission and its staff. 
It is estimated by the Commission that a supplemental appropriation of $200,000 
will be necessary to carry out its responsibilities for the current fiscal year. This 
would provide for a staff of approximately 60 persons, although the Commission 
anticipates that as many as 80 persons might be needed to carry out its outlined 
duties. ‘The Commission, therefore, proposes that the amount of $50,000 appro- 
priated under the Legislative Appropriations Act, 1956, be supplemented in order 
that the projected level of operation may be achieved by the close of the current 
fiscal year. We are requesting that these additional funds remain available 
until March 31, 1957. This request that funds be so available is made at the 
suggestion of the Bureau of the Budget. 

The individual items contained in this request are: 


01 Personal services: Positions other than permanent [PREP $147, 000 
To provide for a staff of approximately 60 employees of the 
Commission. 
Travel 19, 000 


the Commission, 5 investigators in the field in travel status for 
much of the 4th quarter, taxi fares, and field travel by the 
Commissioners and staff members, including their expenses. 
Communication services____________-_~- cB aS cae : 4, 900 
Installation and maintenance of telephone equipment, long- 
distance calls, telegrams, and related communications expenses 
are estimated to total the above amount. 
Printing and reproduction I ge Te a toed 3, 300 
Routine printing and reproduction costs, in addition to the 
cost of the preparation and printing of Commission reports 
during this period, are estimated in the above amount. 
Other contractual services-_ ____-_~_- ro = 7, 300 
Included in this figure are items such as court reporting 
services and services performed by other agencies, such as par- 
titioning of offices, painting, electrical work, and administrative 
assistance on personnel processing, payroll, etc. 
Supplies and materials RE eect tag AE aE ced 5 : 2, 500 
This amount is expected to cover the cost of office supplies. 
heated s i ee 14, 000 
it will be able to equip a 
staff of 60 persons at a total cost of $14,000. This proposes the 
use of equipment on loan from other agencies with a minimum 
of reconditioned and new equipment. 
15 Taxes and assessments___....___---- Se a ar 
This estimate is to cover social-security payments. 


2, 000 


Salaries and expenses, Commission on Government Security—Obligations by object 





| Difference, 
| Presently Revised fiscal year 
| available, | estimate, | 1956 (to be 
fiscal year fiscal year available 
1956 1956 until Mar. 
| 31, 1957) 





| 
Average number of all employees. _--- - Pah) so ae 5 | 18 | 


Number of employees at end of year_____---...--------------- 60 


Ol Personal services: Positions other than permanent_-_-_----| $43, 000 $190, 000 
02 Travel RNS ete ote 3, 500 | 22, 500 
03 PSE By Soe lia he 400 | 5, 300 | 
06 Printing and reproduction oe a eT 600 | 3. 900 
07 Other contractual services ei = | 1, 500 | 8, 800 | 
08 Supplies and materials__..................-.------ 500 3, 000 
09 Equipment Nees ode. * g ke 14, 000 
15 Taxes and assessments. s eS acids 500 2, 500 


Total Soe eae elie Sat 50, 000 250, 000 | 
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The commissioners appointed, on a bipartisan basis, as provided by the statyy, 
are: 

The Honorable Carter L. Burgess, Assistant Secretary of Defense, Washing. 
ton 25, D. C. 

The Honorable Norris Cotton, United States Senate, Washington 25, D. C. 

The Honorable William M. McCulloch, House of Representatives 
Washington 25, D. C. 

The Honorable James P. MeGranery, 522 Barr Building, 912 17th Stree 
NW., Washington, D. C. 

The Honorable Edwin L. Mechem, 428 Wellesley Place NE., Albuquergy 
N. Mex. *. 

Franklin D. Murphy, M. D., Chancellor, University of Kansas, Lawrence 
Kans. 

Mr. James L. Noel, Jr., Shell Building, Houston, Tex. 

Susan B. Riley, Ph. D., 1602 18th Avenue, South, Nashville, Tenn 

The Honorable Louis 8. Rotschild, Under Secretary for Transportatio 
Department of Commerce, Washington 25, D. C. 

The Honorable John Stennis, United States Senate, Washington 25, D. ( 

The Honorable Francis E. Walter, House of Representatives, Washingtoy 
25, D. C. 

Lloyd Wright, Wright, Wright, Green & Wright, 111 West Sevent) 
Building (Suite 1125), Los Angeles 14, Calif. 

These appointments were announced on November 10, 1955, and the Chairman 
of the Commission was elected at its organizational meeting, the 14th day 
December 1955. 

Public Law 304, Ist session, 84th Congress, provides that the Commission shal] 
submit a report to the Congress by December 31, 1956, and the Commission shall 
cease to exist 90 days after submission of its final report. 
j® The Commission is planning its work to avoid duplicating the studies previous|; 
made by any other executive agency or committee of the Congress. With th 
continued high degree of cooperation which we are enjoying with the executiy: 
agencies and congressional committees, the Commission hopes that the Federal 
aspects of the Commission's work—as distinguished from the industrial aspects 
can be completed before the due date for the submission of the final report set 
by Congress. 

A survey of the industrial field analyzing the effect of national-security require- 
ments on the relationship between Government contractors and their employees 
and the efficacy of established security procedures will undoubtedly require mor 
time because of the large number of contractors involved, their diverse locations 
throughout the entire country and the myriad number of security regulations 
applying to industry now in effect. No extensive Government study of this 
aspect of security has been made. While we feel that we can count fully on the 
cooperation of American industry in helping us in our endeavor to bring some 
order out of the present complicated and often confused industrial security pictur 
this will inevitably be a difficult task. 

The mandate of Congress as expressed in Public Law 304, 84th Congress, will 
not be carried out unless a comprehensive study of both the Federal security and 
industrial security programs is completed. 

As required by the act, the Commission will make a series of recommendations 
for constructive changes which the Commission anticipates will strengthen the 
overall security program on the one hand and help preserve basic American rights 
on the other. We do not feel that these goals are mutually exclusive. 


Chairman Haypen. Do you have anything further? 

Senator Stennis. I think it covers it, unless you have some addi- 
tional questions. 

Chairman Haypen. I thank you for your appearance. 
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AMERICAN BATTLE MONUMENTS COMMISSION 


STATEMENT OF GEN. THOMAS NORTH; AND COL. CHARLES B. 
SHAW, OFFICER IN CHARGE, WASHINGTON OFFICE, AMERICAN 
BATTLE MONUMENTS COMMISSION 


HOUSE ACTION 


Chairman Haypen. The American Battle Monuments Commission 
requested $140,000 for dedication of World War Il memorials. The 
House allowed the full amount. 

The supplemental estimate and justifications will be placed in the 
record. 

(The supplemental estimate and justifications referred to follow:) 


SUPPLEMENTAL ESTIMATE 
(H. Doe. 330) 
‘“AMERICAN BATTLE MONUMENTS COMMISSION 
“DEDICATION OF WORLD WAR II MEMORIALS 


For expenses necessary for appropriate dedications of World War II memorials, 
erected under the authority of the Act of June 26, 1946 (36 U.S. C. 123), to be avail- 
able for such purposes as the Commission may deem necessary and proper and 
without regard to the provisions of other laws or regulations relating to the expendi- 
ture of public funds (except that this exemption shall not be construed as waiving the 
requi ‘rement for the submission of accounts and vouchers to the General Accounting 
Office for audit), $140,000, to remain available until June 30, 1957: Provided, 
That, when in the discretion of any other government agency it would be in the public 
interest, personnel, services, supplies, equipment, and facilities of such agency may 
be he urnished without reimbursement to the Commission for the purposes of this 


uire- appropriation.” 


VERS 

mor The construction of six memorials in overseas cemeteries will be completed this 
tions year. These memorials commemorate the operations of the American forces in 
tions World War II and appropriate dedication ceremonies are planned for July. This 
this proposed supplemental appropriation of $140,000 is to provide funds for the 


expenses of these ceremonies, plans for which had not been completed until 
recently. 


DEDICATION OF OVERSEAS MEMORIALS 


Chairman Haypren. General North, do you have anything further? 

General Nortu. We submitted justifications of the application for 
this appropriation and I made a statement to the House that of the 
14 overseas memorials, 6 will be ready for dedication in July of this 
year. It is the opinion of our Commission, of which the Members of 
Congress are members, one Senator and one Congressman, that there 
should be substantial ceremonies at these dedications. This is an 
opportunity for us to demonstrate in every one of these sections of 
these foreign countries and in which these cemeteries are situated 
that the United States did something else besides spend money during 
the past war, and it will also give us the privilege of doing something 
in the way of cementing solidarity with our present allies. 


LOCATION OF MEMORIALS 


Chairman Haypen. Where are they located? 
General Nortu. One is at Cambridge in England; four are in 
France; and one is at Anzio in Italy. 
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Chairman Haypen. They are not located anywhere near the cemp. 
teries established after the First World War? 

General Nortu. No, sir. Some of those established after the 
First World War were closed and the use was prohibited of thosp 
cemeteries. The ones for World War II are in different locations 

Chairman Haypen. Thank you very much. 


CORREGIDOR BATAAN MEMORIAL COMMISSION 


STATEMENTS OF EMMET O’NEAL, CHAIRMAN; AND CAPT. 
SAMUEL G. KELLEY, USN, RETIRED, CORREGIDOR BATAAy 
MEMORIAL COMMISSION 


CREATION OF COMMISSION 


Chairman Haypen. The Corregidor Bataan Memorial Commissioy 
was created in 1953, with powers extended by Public Law 298 of last 
year with an appropriation limitation of $100,000. Nine Commis. 
sioners have been appointed, 3 civilians, 3 Senators, and 3 Congressmen. 

Emmet O’Neal, former Ambassador to the Philippines, is Chair- 
man. 

HOUSE ACTION 


Supplemental estimate requested $61,000 to provide full-time 
executive secretary and other expenses through June 30, 1957. The 
House allowed $56,000. 

Annual reports are to be made to the President on the memorial 
progress, for transmission to the Congress. 


The supplemental estimate and justifications will be placed in the 
record. 


(The estimate and justification referred to follow:) 


SUPPLEMENTAL ESTIMATE 
(H. Doe. 330) 
“CorreGgipoR Bataan MemoriaL CoMMISSION 
“SALARIES AND EXPENSES 


‘For expenses necessary to carry out the provisions of the Act of August 4, 1953 
as amended (67 Stat. 366 and 69 Stat. 589), $61,000, to remain available through 
June 30, 1957.” 

This proposed supplemental appropriation is needed to provide funds to the 
Corregidor Bataan Memorial Commission for expenses in connection with 4 
study relating to erection of a memorial on Corregidor Island to the Philippine 
and American servicemen who lost their lives while serving in the Philippines 
during World War II. 

The Commission is authorized to accept gifts for the purpose of preparing 
plans as well as for construction and other expenses of the memorial. The 
appropriation requested, pursuant to the act of August 9, 1955 (Public Law 298), 
is to provide for a full-time executive secretary and other expenses of the 
Commission. 

HOUSE REPORT 


Salaries and expenses.—The bill includes $56,000 for the expenses of this Com- 
mission, a reduction of $5,000 in the estimate. This amount provides an initial 
appropriation for the Commission for expenses in connection with a study relating 
to the erection of a memorial on Corregidor Island to Philippine and American 
servicemen who lost their lives while serving in the Philippines during World 
War II. The reduction represents the amounts requested for the establishment 
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of separate office facilities in the District of Columbia. The Committee directs 
that the Commission obtain office space and equipment, on a loan basis within 
an existing Federally owned or rented office building. 


GENERAL STATEMENT 


Chairman Haypen. Mr. O’Neal, do you have a statement? Are 
you requesting restoration? 

“ Mr. O’Neau. I have a statement which will take about 5 or 6 
minutes to read, if | may. 

Chairman Haypen. I am very glad to see you again; we served 
very pleasantly in the House together. 

Mr. O’Neact. Yes; | remember the association very well. 

The Philippines became a sovereign nation on July 4, 1946. On 
October 12, 1947, the United States, at a formal ceremony returned to 
the Philippines the last bit of Philippine soil which had been under its 
control, the island of Corregidor. At the ceremony on Corregidor, 
when the American flag was lowered and the Philippine flag raised, the 
American Ambassador said in part: 

Today the United States of America conveys to the Republic of the Philippines 
the last tangible bit of America, the island of Corregidor. It is right that this 
be done. But in a deeper sense, Bataan and Corregidor do not belong solely to 
any one country, even to the heroic Philippines. * * * there is more to this 
hallowed spot than what we here convey, and it is that which belongs to the ages 
and to all men who believe in human liberty. Nations yet unborn will strive for 
freedom and receive strength and courage from nearby Bataan. Men now living 
and yet to be born will carry on inspired by the true meaning of Corregidor. 
They are now enshrined in the temple of hope for mankind with Runnymede, 
Valley Forge, and other places where the fires of freedom were lighted and keep 
burning. 

* * * The blood of Americans and Filipinos mingled, indissolubly in the soil 
of Bataan and Corregidor, each defying the forces of autoeracy and slavery. The 
blood shed by your sons and our sons cannot be separated in the hallowed earth 
of Bataan and Corregidor. * * * This spot will tell the story of oppressed and 
groping people how they, too, can attain liberty by devotion to the democratic 
way of life. 

Bataan and Corregidor will ever be beams to guide libery loving people of Asia 
and of the world to a way of life which will bring the greatest good to the greatest 
number. May they light the way to freedom for millions who are seeking that 
which Bataan and Corregidor so sublimely represented. 


SURRENDER OF CORREGIDOR 


America perhaps was never more emotionally stirred than by the 
bulletins of the retirement of the small and inadequately equipped 
American and Filipino troops into the province of Bataan. On 
nearby Corregidor Island, all that was left of American authority was 
crowded into Malinta tunnel and the capital of the Philippine Gov- 
ernment became Corregidor when President Quezon established his 
office there. Words of encouragement came from the American people 
through President Roosevelt, but it was soon evident that death and 
defeat were inevitable. The exhaustion of human endurance re- 
sulted in surrender. No drama in American or Filipino history 
equalled the day-by-day story of that tragic finale on Bataan and 
Corregidor. General MacArthur, our great commander in the Pacific, 
ie Baa always seem to see a vision of grim, gaunt, ghastly men, 
unafraid.” 
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Bataan and Corregidor fired the emotions of America and j Initiated 
the greatest feat of arms in the history of the world—the war in the 
Pacific. The sole exception is the comparable American effort in 
invading Europe. 

Our efforts extended from Guadalcanal to many miles north t) 
Tokyo. Our actual battleline in the Pacific was over 8,000 miles, , 
battleline of equal distance through Europe would have reached froy) 
the northern p-rt of Greenland to the Cape of Good Hope. 

The generation can hardly realize the immensity of our effort and 
can less evaluate its importance to the course of future human events 
In our school histories we were impressed by the great battles of the 
past. The Spanish Armada consisted of 14 ships, their total tonnage 
would hardly equal the weight of two of out battleships. 


THE WAR IN THE PACIFIC 


Hanson Baldwin states that “‘the battle of Leyte Gulf was the most 
decisive battle of history, it was as decisive as Salamis. It dwarfed 
the Battle of Jutland in distance, tonnage, casualties.” Yet it was 
only one of the magnificent accomplishments of the war in the Pacific, 
It is not the purpose here to detail the countless valiant deeds of the 
Filipino and American soldiers, sailors, marines, and airmen on the 
Pacific. 

Perhaps the part played by the brave Filipino people in the Pacifi 
war and its deep meaning could be better understood by kes 
For years propaganda had been poured into the ears of Filipinos as 
to hemisphere and racial solidarity. Throughout the world it was 
whispered that the future great war would be between people of 
different hemispheres and different color. 

In sipte of this mass of alluring appeals as to racial loyalties, this 
great Philippine Asiatic nation alined itself with America, an Occi- 
dental nation, to resist to the death the defeat of democracy at the 
hands of the war lords of another Asiatic country. This confutation 
of racial antagonism will remain as a pillar of fire to lead men and 
nations to cooperate on grounds of human good rather than because 
of race or geography. 


LOYALTY OF THE PHILIPPINES 


The loyalty of the Philippines was not an easy role nor paid for 
lightly. “Manila, with one exception, was probably the nearest- 
destroyed city in World War II and the Philippines the most devas- 
tated country. Hundreds of thousands of civilians and soldiers died 
of war wounds, sickness, and undernourishment. The Philippine 
Scouts were regularly enlisted men in the American Army, the Philip- 
pine Army was turned over to the American Army as a part of General 
MacArthur’s command. 

In addition, the cities, the towns, the barrios, the mountains and 
jungles were filled with Filipinos acting individually or as guerrilla 
units in support of resistance. At Bataan and Corregidor the foxholes 
and trenches were held by Filipinos and Americans side by side and 
their blood was shed simultaneously as members of the United States 
Armed Forces. 

Fourteen years have elapsed since the invading hordes poured down 
through the Philippines from Aparri, Vigan, and Lingayen Gulf. 
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} Over 10 year's have passed since the close of the war in the Pacific. 
/ The magnificent chapter of our European deeds in World War IT has 
F been beautifully and appropriately recorded by many inspiring mem- 
; orials in marble and bronze throughoutout Europe. 


Qur origin, our historical ties with Europe, and our traditional 
thinking have unwittingly caused us to give first and predominating 
thought to memorializing the European theater, and of course we are 
very proud of those impressive symbolic monuments. Only one spot 
in the far Pacific has been so marked; it is in a military cemetery in 
Manila. 

America should not wait longer to record by an appropriate symbol 
the accomplishments, sacrifices and true meaning of the war in the 
Pacific. 

(Congress has created a Commission known as the Corregidor- 
Bataan Memorial Commission. Two separate bills, one constituting 
the Commission, and the other extending its power, were passed by 
Congress without a dissenting vote and signed by President Eisen- 
hower. Congress has authorized appropriations to the amount of 
$100,000 for the preparation of plans, and so forth, for the memorial 
and other associated efforts. 

The work of the Commission is being pushed as rapidly as possible 
at this time. 

President Magsaysay has set Corregidor apart to be held as a shrine. 
He appointed a Filipino Commission for that purpose and placed at 
the head of it the Honorable Sotero B. Cabahug, the Secretary of 
Defense. The Philippine Commission has authority to confer with 
the American Commission as to the type of memorial and matters 
pertaining to it. Of course, the plans for the memorial must receive 
the approval of the Philippine Government. 


CORREGIDOR STATUE OF LIBERTY 


It is hoped and expected to erect on the very highest point of 
Corregidor which rises 500 feet out of Manila Bay, a most beautiful 
and appropriate building. This may be surmounted by a Statue of 
Liberty, similar to the American Statue of Liberty in New York 
harbor. The children and citizens of France gave this impressive 
masterpiece to the young democratic Nation in the Western Hemis- 
phere, the United States. Its influence upon the minds of the millions 
who have come to our shores is beyond estimation. It bespeaks the 
struggle for individual liberty and democracy from the ancient Greeks 
to modern times, and it has not only an American connotation, but is 
universal, Such a symbol of mankind’s struggle for freedom casting 
its light across the China Sea, on the doorstep of continental Asia, 
should bring hope and better understanding of democracy to the mil- 
lions who view it or know of it. 

Corregidor is at the entrance of Manila Bay, only 3 or 4 miles from 
the heights of Mariveles at the southern tip of Bataan where began the 
death march. All incoming and outgoing ships will pass almost under 
the shadow of the memorial. It will be seen by all trans-Pacific and 
inter-Pacifie air travelers going via Manila. If the memorial is as 
impressive and appropriate as it should and must be, it will become 


the onmnotien of visitors by countless thousands from all parts of the 
world. 
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It is contemplated that the monumental building will not only 
commemorate the sacrifices, accomplishments and high purposes ¢ 
America and the Philippines in the Pacific war; it is hoped that the 
memorial building will serve as a library, archives, museum aj 
possibly as a center of enlightened thought in behalf of liberty aq) 
peace. If this can be done, the sacrifices of the war will continue t) 
serve the cause of liberty and peace. 


EXEMPTION FROM DUAL COMPENSATION STATUTE 


I now come to a matter of especial importance to the Commission, 
We request a provision, added perhaps as a last paragraph, which wij) 
permit a retired member of the armed services to accept the appoint. 
ment as Executive Director of the Commission and, when so acting 
not to forfeit a modest retired pay. The Commission suggests the 
following wording: 

Provided, That the Act of July 31, 1894, (28 Stat. 205), as amended (5 U. 8. ¢. 
62); and the Act of June 30, 1932 (47 Stat. 406), as amended (5 U. 8. C. 50, 
shall not apply in the case of any person appointed or employed as staff personnel 
by the Corregidor Bataan Memorial Commission. 

The first act, commonly known as the dual employment statute, re. 
quires that no person bloding an office with an annual salary of $2,500 
shall hold any other office to which compensation is attached, unless 
specially authorized by Congress. 

The second act, commonly known as the dual compensation statute, 
limits the aggregate income of a retired officer, legally emploved, and 
his retirement pay to an amount not in excess of $3,000 per annum, 

With regard to the first part of the requested authorization dealing 
with dual employment, the Congress has, since 1894, authorized many 
exceptions; to cite two examples: the employment of retired officers 
in the Veterans’ Administration, (5 U. S. C. 64a) as amended, (65 
Stat. 662); and also the Central Intelligence Agency (50 U. 5. C. 
403f), is authorized. There are many others. 

With regard to the second part, dealing with dual compensation, 
the Congress has exempted officers retired for disability incurred in 
combat (sec. 212, act of June 30, 1932, 47 Stat. 406), and last year in 
H. R. 5893, Congress authorized higher dual compensation for per- 
sonnel retired for disability incurred in the line of duty, not necessarily 
from combat. 

PRECEDENTS FOR REQUEST 


There are precedents for this request. Commissions for memorial 
or celebration purposes have been previously granted certain exemp- 
tions in regard to its employees. For example, Public Law 263 of the 
83d Congress, establishing the Jamestown-Williamsburg- Yorktown 
Celebration Commission stated in section 3: 

Sec. 3. The Commission may employ, without regard to the civil service laws 


or the Classification Act of 1949 such employees as may be necessary in carrying 
out its functions. 


The reason this requested authorization is of great importance to 
the Commission is simply this: We must have as the Executive Direc- 
tor a man capable of planning and carrying through the difficult tasks 
leading to the erection of the memorial, a project which may approx'- 
mate 7 to 8 million dollars in cost; for a project of such magnitude 
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we must have a man of mature judgment and of proven experience in 
planning and carrying through comparable projects of equal im- 
ortance. 

I feel that we will be fortunate indeed to secure as executive director 
a man of the stature and ability of Captain Kelly. I would be at a 
loss to know where to turn at the present time to obtain a man of 
similar degree of competency. I am sure he will be acceptable to the 
Commission. 

In closing, I trust that you will give approval to the authorization 
quoted above in order that we may proceed immediately in the tasks 
leading to the erection of a memorial—now long overdue—to the 
veterans who lost their lives in the Pacific war. 

[ will be glad to answer any questions. 


REPLICA OF STATUE OF LIBERTY 


Chairman Haypen. I think that is a most excellent idea to erect a 
replica of the Statue of Liberty at Corregidor. It would be, as you 
say, asymbol that could not be duplicated anywhere, and it does show 
that we extend the liberty that came to us as a result of the Revolu- 
tionary War to another people in another part of the world. 

Mr. O’Neau. They passed it on from Europe to America, the young 
democracy, and it has been symbolic of liberty and the fight for 
freedom. 

Senator MaGnuson (presiding). What did the House do? 

Mr. O’Neau. Mr. Chairman, that was just a general statement to 
acquaint you with the work. We asked for a very modest amount. 
I think the items explain themselves. 

We had asked the House for the permission to go ahead and rent 
offices in a downtown building. We thought we needed an office to 
do this job properly. The House took out the money for that purpose 
and said they could accommodate us in a Government building. 
That may be perfectly true, but for this particular thing we had 
hoped we could have downtown offices. They have reduced that, 
and | am making no fight for its restoration. 

There is the one amendment above referred to for which I would 
like to have your attention, gentlemen, because it is extremely im- 
portant. Of course, the members of the Commission, as vou know, 
are 3 Senators, 3 Conzressmen, and 3 civilians, none of whom receive 
any salary or any pay of any kind. I happen to be chairman of the 
Commission. 

NEED FOR BXECUTIVE DIRECTOR 


The crux of this thing is the right man to carry the job, as you 
gentlemen know, an executive director. I have been extremely 
fortunate in becoming acquainted with Captain Kelly whom I would 
like to introduce, and who is a retired captain in the Navy with a 
very distinguished war record and with tremendous experience of 
the very type that we need. I am confident that I could get no one 
better qualified to do the job that we hope to do. 

The Commission has to appoint him. The captain is on retirement 
pay and there are any number of precedents whereby a man on 
retirement pay may receive this consideration. 

Senator Satronstauty. Mr. Chairman, would the gentleman yield? 

Senator MaGnuson. Yes. 

74919—56——9 
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REQUIREMENT FOR AUTHORIZATION 


Senator SauronstaLu. I happen to be a member of the Armed 
Services Committee. I think that you are asking the wrong com. 
mittee for that. I think that, if there is any precedent, there would 
be no trouble. That requires a bill and that requires an authorization 

Mr. O’Neav. There is an authorization of $100,000 passed by tho 
last session of Congress. 

Senator SatronstaLy. To put the captain on? 

Mr. O’Nuat. There is an appropriation authorization. 

Senator SatronstaLLt. No. Unless I am mistaken, Captain Kelly 
would have to get a special bill permitting him to do this, and it js q 
question of this retirement pay plus the pay that he would get from 
here, and so on. We have had that with the CIA. We have had 
that with several other departments of Government. 

My feeling is that the captain would have no trouble at all, bu 
that you are before the wrong committee. 

Mr. O’Neau. Let me say, Senator, that I am not so advised. | 
have gone into it a little bit. I do not know much about it. 

Senator Macnuson. How much did the House give you? 

Mr. O’NEAL. It is not a question of money. It is the amendment 
to take care of Captain Kelley. 

Senator Macnuson. You want to hire him? 

Mr. O’Neav. We want to hire him. 

Senator Maanuson. If the Commission approves. 

Mr. O’Neat. If you could put in an amendment giving us authority 
to pay him a salary. That has been done in several cases. 


SUGGESTED LANGUAGE 


Mr. Cooper, you probably know more about this than we do. We 
have an amendment which says: 

Provided, That the Act of July 31, 1894 (28 Stat. 205), as amended (5 U.S. C. 
62); and the Act of June 30, 1932 (47 Stat. 406), as amended (5 U.S. C. 59a) shall 
not apply in the case of any person appointed or employed as staff personnel by 
the Corregidor Bataan Memorial Commission. 

I have made no thorough study of that. I understand that there 
are precedents for that, put in, as I understand, by the Appropriations 
Committee. Iam not too sure about that, to be frank, but I am con- 
fident that that has been done before, and I do know that there are 
exceptions. 

Senator SALTONSTALL. I may be wrong, but I know that we have 
had cases come before us. 

Mr. O’Neau. May I put it this way: I would like to offer this 
amendment. If this committee has authority and sees fit to do it, 
all right. 

Senator Magnuson. Suppose we have the staff check on whether 
or not we have the authority and, if not, we will notify you so that 
we can introduce a bill and have it referred to the Armed Services 
Committee. 

Senator SALTonsTALL. Mr. Smith tells Mr. Cooper that it can be 
put in the bill but that it is subject to a point of order. 

Mr. O’Neat. I appreciate that it is subject to a point of order, 
but I thought that, when the circumstances are understood and there 
are precedents, then nobody would make a point of order. 
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Senator SALTONSTALL. Then does Captain Kelley lose his retire- 
ment pay? 

Mr. O’Neau. Captain, will you explain? 

Captain Keiiey. If the committee accepts this proviso which Mr. 
(’Neal has introduced, and a point of order is not made against it, 
I retain my retired pay plus the salary which the budget has set up 
for this. 

Senator SALTONSTALL. That is what Congress objects to. You 
would be getting your retirement pay plus a ‘salary. What we have 
done in the Armed Services Committee, as I remember, is to take 
the one which is the bigger, but not to lose your retirement pay. 
In this case you are getting two salaries, you say? 

Senator Magnuson. Not to lose his retirement rights. 

Senator SALTONSTALL. Not to lose the rights but not to get your 
retirement pay. 

Chairman Haypren. At the conclusion of his services with this 
Commission, he would return to retirement pay. 

Senator SALTONSTALL. Exactly, but I know that Congress has 
— you getting the two. 

Captain Kewuey. I do not want to plead my own case, Senator, 
because it is up to the Commission. 

Senator SALTONSTALL. It is not a question of the size of the retire- 
ment pay. I am not making that point. I am making the point that 
we have created precedents, since I have been here anyway, along 
i lines that you could take one or the other, but not both. 

Captain Ketuey. There have been cases where both have been 
provided for by Congress, Senator. 

Mr. O’Neau. An overall figure could be put on that. 

Senator Magnuson. What do you plan to suggest that he be paid? 

Mr. O’Neau. We had planned approximately $1,000 a month for 
him to receive from the Commission. I don’t know what his retire- 
ment pay is. I don’t know anything about that. That was the 
maximum that we would consider paying. 

Senator MaGnuson. Someone would surely ask that. 

Mr. O’Neau. We have a limit of approximately $1,000 a month in 
our budget. 

Senator MaGnuson. This would seem all right for this job. 


RETIRED PAY 


Mr. O’Neau. What is the retirement? 

Captain Keiey. The retired pay is $7,000 for my rank, but may 
I invite the attention of the committee to the fact that the philosophy 
is that the retired pay is pay which the military man has earned. It 
is not something which is each year being paid to him for other services. 

I think, along with the military departments, that you consider that 
the retirement pay is an equity which you have built up through your 
military services. 

Senator SanronsTaLu. This is a Government job. 

Captain Keniry. Yes, sir. 

Senator SALronsTaLL. That is different from Admiral Morrell who 
is On a private citizen’s job. I do not want to prolong it, but we have 
had a number of cases Sales the Armed Service Committee. 
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Mr. O’Neat. I appreciate what the Senator says but, if it would 
meet with the approval of the committee, could we put it in there and 
if somebody makes a point of order, all right. I would like to have g 
man of his qualifications there. 

Senator Macnuson. We do not question that. If he would take 
this job, he would get approximately $5,000 more than he is getting 
now. None of us would want him to lose his retirement rights when 
this job is through, but, to put them both on, I am afraid you are going 
to have objection on the floor. or 

Mr. O’Neat. Of course, if we did, we would have to answer that. 

Senator Macnuson. We would not want to have an objection and 
have him not take the job if you people want him, because of the fact 
that he might lose his retirement rights. We are talking about his 
continuous rights as a retired naval officer. 

Mr. O’Neat. I think, as the captain said, Mr. Chairman, after all, 
retirement income is something that an officer has built up for himself. 
That is not pay. That is not Government pay. That is something he 
has already earned. That is part of his estate and about the only 
estate that an Army officer can build up. 

I question the equity of considering retirement income as “con- 
tinuing”’ pay. 

If somebody makes a point of order, we will be back where we are 
now. 

RETENTION OF RETIREMENT RIGHTS 


Chairman Haypen. If the captain would be willing to work for 
$1,000 a month and retain his right to retirement upon completion 
of his work, I would be glad to introduce a bill on that account. [ 
happen to know the captain. He is a native of Arizona. 

Senator SALTONSTALL. That is a good State. 

Captain Kretitey. Thank you, Senator. 

That is really not the problem. There is now a legal basis for the 
committee taking me into employment without sacrificing any retire- 
ment benefits or retirement pay. They can do that on a consultant 
basis. 

This law is really twofold. There are two doors. One is called 
the dual employment law, and Congress has made dozens of exemp- 
tions on that. The other is the dual compensation law, and I think 
that is what you refer to, Senator. The Congress also made excep- 
tions on that point whereby the man can keep his retirement pay and 
also get the pay of the new assignment. 

Chairman Haypen. We will have to look up the precedents. 

Senator Sattonstauu. All I am saying, Captain, and I am saying it 
with the utmost friendliness, is that if you add those two salaries 
together, you would be getting more then, say, the Commissioner of 
Internal Revenue, and more than a number of the most responsible 
positions. 

Mr. O’Neat. Senator, may I mention again that that is a man’s 
estate. As a matter of equity, I cannot feel that it should be con- 
sidered as pay. That is something that he has earned and been able to 
put in the bank. In other words it should be thought of as savings 
and not concurrent pay for life—since he is not then working for the 
Government. 

I dislike to see a man penalized as though he were being paid by the 
Government when it is something that he has already earned. 





-_ dij. to oe tate 


‘ould 
and, 
LVe g 


take 
tting 
vhen 
‘Olng 


that, 
and 
fact 
t his 


r all, 
self, 
ig he 
only 


con- 


> are 


; for 
‘tion 


we E 


‘ the 
tire- 
tant 


ulled 
‘mp- 
hink 
cep- 

and 


ng it 
aries 
or of 
sible 


an’s 
con- 
le to 
rings 


* the 


r the 


SECOND SUPPLEMENTAL APPROPRIATION BILL, 1956 131 


Senator SALTONSTALL. Mr. Philip Young is sitting at the end of the 
table. He is the Commissioner of Civil Service. I do not want to 
involve him, but I think you will find that there are a number of objec- 
tions to doing what the captain would like to do, and perhaps what we 
would like to have him do. I would say that it would be very difficult. 

Senator MaGnuson. We will take a look at these precedents and, 
if it seems that you might be running against a stone wall in this com- 
mittee, we will advise you and see what we can do. In any event, I 
think that the committee is agreed that, whatever he does, we wouldn’t 
want him to lose his retirement rights. 


CHAPTER V—INDEPENDENT OFFICES 
Crvit Service ComMMISsION 


STATEMENTS OF PHILIP YOUNG, CHAIRMAN; JOHN W. MACY, JR., 
EXECUTIVE DIRECTOR; DAVID F. WILLIAMS, DIRECTOR, BUREAU 
OF MANAGEMENT SERVICES; AND WILLIAM F. SPECK, ASSIST- 
ANT CHIEF, BUDGET AND FINANCE DIVISION, CIVIL SERVICE 
COMMISSION 

ESTIMATE AND JUSTIFICATIONS 


Chairman Haypren. The Civil Service Commission has 4 items, 
2 appropriating additional amounts and 2 increasing authorizations. 

The House reduced by $11,900 the additional amount requested for 
investigations of United States citizens for employment by inter- 
national organizations, reduced by $5,000 the additional limitation 
requested for expenses of travel, and reduced by $92,350 the addi- 
tional limitation requested for administrative expenses of the 
employees life insurance fund. 

The supplemental estimates, the justification, and the statements 
in the House report will be placed in the record. 

(The estimates and justifications referred to follow:) 


SUPPLEMENTAL ESTIMATES 
(H. Doe. 330) 
Civit Service CoMMISSION 
SALARIES AND EXPENSES 


“The limitation under this head in the Independent Offices Appropriation Act, 
1956, on the amount available for expenses of travel, is increased from ‘$448,000’, 
to ‘$493,000’ and the limitation under said head on the amount available for perform- 
ing the duties imposed upon the Commission by the Act of July 19, 1940 (54 Stat. 767), 
as increased from ‘$65,000’ to ‘$70,000’.”’ 

Subsequent to enactment of the Independent Offices Appropriation Act, 1956, 
per diem and mileage allowances were increased pursuant to the act of July 28, 
1955 (Public Law 189). Use of the higher rates now permitted makes necessary 
an increase in the limitations on travel and the cost of performing the duties 
imposed by the act of July 19, 1940 (Hatch Act). In addition, the latter limita- 
tion must be increased by $4,400 to cover the eost of pay increases granted by the 
act of June 28, 1955 (Public Law 94). 


“INVESTIGATIONS OF UNITED STATES CITIZENS FOR EMPLOYMENT BY 
INTERNATIONAL ORGANIZATIONS 


“For an additional amount for ‘Investigations of United States citizens for 
employment by international organizations’, $119,000.” 
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This appropriation pays for investigations conducted by the Civil Servic, 
Commission and the Federal Bureau of Investigation on American citizens en. 
ployed by or being considered for employment by international organizations of 
which the United States is a member. The Civil Service Commission cannot 
control the workload and, to some extent, it is unpredictable. The Independen 
Offices Appropriation Act, 1956, made available $398,385, the unobligated balance 
from the previous fiscal year. Workload receipts have been in excess of the num. 
ber which can be processed with available funds and a supplemental approprig. 
tion is needed to permit the processing of these workloads. Of the total requested 
$95,200 is for this purpose and $23,800 is for the cost of salary increases granted 
by the act of June 28, 1955 (Public Law 94). 


“ANNUITIES, PANAMA CANAL CONSTRUCTION EMPLOYEES AND LIGHT- 
HOUSE SERVICE WIDOWS 


“For an additional amount for ‘Annuities, Panama Canal construction em 
ployees and Lighthouse Service widows’, $70,000.”’ 

This appropriation pays annuities to persons who were employed on construe- 
tion of the Panama Canal or their widows and to widows of former employees of 
the Lighthouse Service. Former Panama Canal employees, upon application for 
annuity are paid benefits retroactive to May 29, 1944, the date of enactment of 
authorizing legislation. Receipt of unexpected applications from persons in this 
group make this proposed supplemental appropriation necessary. 

On December 21, 1955, this appropriation was apportioned on a basis which 
indicated a necessity for a supplemental estimate, pursuant to section 3679 of 
the Revised Statutes, as amended. This action was reported to the Congress by 
the Director of the Bureau of the Budget on that date. 


“ADMINISTRATIVE EXPENSES, EMPLOYEES’ LIFE INSURANCE FUND 


“The limitation under this head in the Independent Offices Appropriation Act, 
1956, on the amount made available from the ‘Employees’ life insurance fund’ for 
reimbursement to the Civil Service Commission for administrative expenses incurred 
an the administration of the Federal Employees’ Group Life Insurance Act, is in- 
creased from $80,000’ to $192,350’.” 

Subsequent to enactment of the Independent Offices Appropriation Act, 1956, 
the Federal Employees’ Group Life Insurance Act was amended to provide for 
assumption by the employees’ life insurance fund of life-insurance agreements of 
employee beneficial associations (69 Stat. 676). The amending legislation also 
required completion of such action within 6 months of the date of enactment ex- 
cept in special cases. This proposed increase in limitation is necessary to permit 
the regular appropriation of the Civil Service Commission to be reimbursed for 
the costs arising out of the increased workload resulting from assumption of these 
agreements. In addition, it includes $4,350 for costs of the salary increases 
granted by the act of June 28, 1955 (Public Law 94). 


House Report 
CIVIL SERVICE COMMISSION 


Salaries and expenses.—The Committee recommends that the limitation on 
expenses of travel be increased to $488,000, which is an increase of $45,000 over 
the amount of the current limitation and a reduction of $5,000 in the budget 
estimate. The bill also increases by $5,000 the limitation on the amount that 
may be used for performing duties imposed by the Act of July 19, 1940 (Hatch 
Act) to provide for pay increase costs. 

Investigations of United States citizens for employment by international organ- 
izations.—The bill provides $107,100 for this item for investigations conducted 
by the Civil Service Commission and the Federal Bureau of Investigation of 
American citizens employed by or being considered for employment by inter- 
national organizations of which the United States isa member. The Commission 
has no control over the workload financed with this appropriation, but based on 
the current rate of requests for investigations the additional amount provided 
will be required during the remainder of this fiscal year. 

Annuities, Panama Canal construction employees and Lighthouse Service widows.— 
The Committee recommends the budget estimate of $70,000 for this item. Re- 
ceipt of unexpected applications from former Panama Canal construction em- 
ployees, who upon application for annuity are paid benefits retroactive to May 
29, 1944, make this proposed supplemental appropriation necessary. 
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Administrative expenses, Federal employee’s life insurance fund.—The bill con- 
tains a limitation of $100,000 on funds for reimbursement to the Civil Service 
Commission for expenses incurred in the administration of the Federal Employees’ 
Group Life Insurance Act, which is an increase of $20,000 over the current limita- 
tion and $92,350 less than the budget estimate. The Commission is planning 
to assume the life insurance agreements of members of employee beneficial asso- 
ejations. The workload under this program is just beginning, and pending the 
development of specific workload experience for the new program the work can 
be handled by the staff of the retirement division of the Commission with the 
limited increase in staff provided. 


Unrrep StarEs Civit SErRvicE Commission, SUPPLEMENTAL BupGer EstiMartE, 
Fiscat YEAR 1956 


INTRODUCTION 


The Civil Service Commission submits herewith requests for additional appro- 
priations and increases in limitations required for operations in the current fiscal 
vear for the several accounts for which appropriations or limitations are inade- 
quate. The total supplemental request is summarized as follows: 


Appropriation or fund title Amount requested 
Salaries and expenses, Civil Service Commission.__ Limitation increase only for 
travel and investigation of 
prohibitive political activ- 
ities. 
Investigations of United States citizens for em- $119,000. 
ployment by international organizations. ‘ 
Annuities under special acts, Civil Service Com- $70,000. 
mission. 
Administrative expenses, employees’ life-insurance Limitation increase only. 
fund, Civil Service Commission. 


Justification for each item in this request is set forth in the following pages, 


SALARIES AND EXPENSES 
Limitation on the amount available for travel expenses 


Authorized, 1956 5 
RE ee ot ene ee a Se eta amie % Bea aac ce ieee 493, 000 


The limitation on travel expenses contained in the Independent Offices Appro- 
priation Act, 1956, does not permit payment of the increased allowances for per 
diem and mileage authorized by the act of July 28, 1955 (5 U.S. C. 836). Under 
this act the Commission has issued a policy which permits authorized officials 
to approve per diem allowances ranging from $10 to $12 per day and mileage 
allowances of 8 cents per mile with some exceptions. These rates represent in- 
creases from $9 per day and 7 cents per mile under the prior law. 

Based upon the Commission’s travel requirements in fiscal year 1956, the cost 
of per diem and mileage allowances will be increased by an amount of $53,600 
under presently authorized rates. The additional costs are being absorbed; 
however, an increase of $50,000 in the limitation is necessary to pay the higher 
rates, 

In carrying out its responsibilities as the central personnel agency of the Federal 
Government with respect to 90 percent of all Federal employees located outside 
of Washington, D. C., travel becomes a vital part of the cost of operation. Unless 
the limitation on travel expenses for fiscal year 1956 is increased, the major pro- 
grams of servicing boards of civil service examiners, conducting personal investi- 
gations, and making inspection and classification surveys at agency installations 
will have to be curtailed 


Limitation on the amount available for performing the duties imposed upon the 
Commission by the act of July 19, 1940 (54 Stat. 767) 


Authorized, 1956 $65, 000 
tequired, 1956 70, 000 


Under this act the Commission administers and enforces political activity re- 
strictions as applied to Federal civil service employees and to officers and em- 
ployees of a State or local agency whose principal employment is in connection 
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with a federally financed activity. 
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The cost of performing this function jn fiscal 


year 1956 is increased by (1) $4,400 for pay increases granted by the act of June 


28, 1955 (Public Law 94), and (2) $600 for increases in per diem and mile 
allowances pursuant to the act of July 28, 1955 (Public Law 189). 


age 


The increase in limitation requested is necessary in order to continue this fune. 
tion at the level authorized by the Congress. 


Investigations of United States citizens for employment by international organizations 


COMPARATIVE SUMMARY STATEMENT 


Functions 


Federal Bureau of Investigation: 
Name checks. _- 
Applicant investigations 
Preliminary inquiries 


Full field loyalty investigations a 


Subtotal, FBI 


Civil Service Commission: 
National agency checks 
Background investigations ___- 


| 


1956 revised | __18 


estimate preee 


available 


api 
ently 


1956 
supplemental 
request 





Processing reports on internationally recruited personne]_.| 


Loyalty advisory opinions--. 


Analysis of other cases___........-- 


I sce cicedducweeiin 


Total cost of program 


$1, 830 | 

177, 800 1 
1, 260 | 

79, 310 


260, 200 | 1 


| 

1, 700 | 
152, 685 | 1 

4, 000 | 

85, 400 | 

13, 400 | 


$1, 468 | $302 
35, 490 | 42, 310 

795 | 465 
53, 747 | 25, 56: 


68, 70) 


91, 500 


1, 400 | 300 
06, 485 46, 200 
4.000 |_- 
83, 000 | 
12, 000 | 


2, 400 
1, 400 


50, 300 


5 | 


1119, 000 


1 Includes $23,800 proposed supplemental for pay increases applicable to funds presently available. 


Workload items 


1956 revised esti- 


| 
| mate 


WORKLOAD TABLE 


1956, presently 
available 


1956 supplemental 
request 





| Number | Cost per 


| of cases unit 


| Of cases 


Number 
unit 


Cost per 


Number 


Cost per 
of cases 


unit 





Federal Bureau of Investigation: 
Name checks ; 
Applicant investigations _-__- 
Preliminary inquiries_ ‘ 
Full field loyalty investigations 

Civil Service Commission: 
National agency checks_- 
Background investigations--_-_- 
Loyalty advisory opinions 


Analysis of other cases__-_.....---- 


$1. 44 


577.22 | 


114. 19 
600. 87 


259 
610 
266 | 
893 


6. 45 


320. 00 
15. 00 


250. 00 | 


| 


1, 020 $1. 44 

236 577.22 
7 114. 19 
90 600. 87 


215 
426 | 


6. 45 
250. 00 
259 | 320.00 
781 | 15. 00 


250. 00 
320.0 
15.00 








GENERAL STATEMENT 


Under the provisions of Executive Order 10422 as amended, the Civil Service 
Commission and the Federal Bureau of Investigation conduct investigations of 
United States citizens employed or being considered for employment in inter- 
national organizations of which the United States Government is a member. 
The reports of these investigations are forwarded to the International Organiza- 
tions Employees Loyalty Board of the Civil Service Commission which makes 
advisory determinations under the loyalty standard specified in the order. The 
standard is ‘‘* * * whether or not on all the evidence there is a reasonable doubt 
as to the loyalty of the person involved to the Government of the United States. 

The Board transmits its determinations, as advisory opinions, to the Secretary 
of State who notifies the executive head of the international organizations con- 
cerned of the results of the investigations 
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It is not the function of the Civil Service Commission or the Federal Bureau of 
Investigation to make decisions as to whether the individual investigated shall be 
retained or given further consideration for employment. This is a matter for 
decision by the Secretary General of the United Nations of the executive head of 
the other international organizations. 

In the budget estimates submitted to Congress for fiscal year 1956, the Com- 
mission requested an appropriation of $500,000 for this program. The Inde- 
pendent Offices Appropriation Act, 1956 did not make additional funds available 
for this work, but provided that “‘the unobligated balance of the appropriation 
granted under this head in the Independent Offices Appropriation Act, 1955 shall 
remain available until June 30, 1956.”’ Under this authority the amount of 
$398,385 was made available for the current fiscal year. 

The House Appropriations Committee indicated in its report on the inde- 

pendent. offices bill for 1956 that the reappropriated amount should be ample 
for fiscal year 1956, but that if an additional amount was required later in the 
vear the need for such funds would be considered at that time. 
" It is now apparent that the reappropriated amount will not be adequate to 
finance this program through the end cf the current fiscal year. Based on the 
number of requests for investigations received so far in the fiscal year the funds 
available for conducting investigations will probably be exhausted during the 
latter part of March 1956. 

It is estimated that supplemental funds in the amcunt of $119,000 will be re- 
quired to maintain this program on a current basis during the remainder of this 
fiscal year. 

The amount of this supplemental request was determined on the basis of the 
actual workload of investigations received during calendar year 1955 costed at 
unit rates which provide for the pay raise and the increased cost of per diem and 
mileage allowance. 


APPROPRIATION! ANNUITIES, PANAMA CANAL CONSTRUCTION EMPLOYEES AND 
LIGHTHOUSE SERVICE WIDOWS, CIVIL SERVICE COMMISSION 


Annuities are paid to persons who were employed on the construction of the 
Panama Canal or to their widows and benefits are paid to widows of former 
employees of the Lighthouse Service. 


Appropriated, 1956 $2, 170, 000 
Required, 1956 2, 240, 000 


Increase 70, 000 


The Panama Canal Construction Annuity Act, approved May 29, 1944 (57 
Stat. 257), provides for the payment of annuities to former civilian employees 
who served on the Isthmus of Panama for at least 3 years during the construc- 
tion period. Survivorship benefits are also provided for the widow of a deceased 
construction employee if she was his wife and lived with him on the Isthmus of 
Panama for at least 1 year during the construction period. 

An inerease in the number of annuity claims to be paid under this appropria- 
tion has increased the need for funds for fiscal year 1956. Annuity claims 
received in the first 6 months of the current fiscal year under the Panama Canal 
Construction Annuity Act, where retroactive accrued annuity dates from May 
1944, have exceeded the annual budget estimate. To date, 11 annuity claims 
have been received; the budget estimate for the entire year was 10. 

The appropriation for annuities under special acts for 1956 is $2,170,000. On 
the basis of current experience on receipts, estimated obligations to this appro- 
priation are $2,240,000 leaving a deficit of $70,000. 

Payments on new annuity claims should not be delayed. The Commission, 
therefore, is requesting an increase of $70,000 to meet current obligations against 
this appropriation. 
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Expense limitation: employees’ life-insurance fund administrative expenses 
COMPARATIVE SUMMARY STATEMENT 


—.. 


. | 1956, presently Supplement; 
| Revised estimate available request 
valine ty nee —>——.. 
Average Cost | Average | Cost Average | Cost 

| 

| 

| 


| positions positions | Positions | 





Other contractual services: 
Personal ONT viNes............. dé ont $132, 092 
Travel Fe ee ee anes 2, 500 
Communications services____._-__- ke wate wees Ady | 
Rents and utility services_- : 
SE NINN 235520 cn tolU heed wowscvounl 3 900 ok 
Printing and reproduction... _.._.--.-- : j 15, 000 | 
Equipment, expendable- --_- 


13 | $58, 000 | 17 | $74, 09 


16, 40) 








Total, other contractual services_ é 172, 000 


Equipment, nonexpendable__-.--.-......--.|_.....-.--| 16,000 13,000 


Total, expense limitation_.-_______- q ; , 17 | 108,00 
Additional cost of pay increase-__-___---- |. . , oe ; pommdaes | 4,350 








Total, expense limitation on. including | 
pay increase_-_._-__- 





GENERAL STATEMENT 


The Federal Employees’ Group Life Insurance Act (5 U.S. C. 209 ff; as amended 
by Public Law 356, 84th Cong., 69 Stat. 676, Aug. 11, 1955) provides that the 
employees’ life insurance fund if available for any expenses incurred by the Civil 
Service Commission in the administration of the act within such limitations as 
may be specified annually in appropriation acts. 

Under the program, all insurance payments to claimants are settled by an 
administrative office set up by the insurer. Before the administrative office 
can act upon any claim for insurance benefits, however, it is necessary to obtain 
certification of the insurance status of the person on whose account the claim is 
being made. In the case of an employee not retired, the certification is made by 
the last employing office, and it is unnecessary for the Commission to be involved 
in any recordkeeping for such individual. In the case of retired employees, and 
those individuals insured because of the Commission assuming the life-insurance 
agreements of beneficial associations, the Commission acts as the central agency 
for certification of insurance status at the time of death of the insured. The 
Commission already has all necessary records, obtained either from employing 
agencies at retirement or at time of taking over the beneficial associations’ life- 
insurance agreements, there is some individual recordkeeping in these cases. 

The current limitation for administrative expenses on the insurance program 
for fiscal year 1956, is $80,000.' The amendment of August 1955, however, 
authorizes the Commission to arrange for the assumption of the employees’ life 
insurance fund of the life-insurance agreements of all members of Federal and 
District of Columbia employee beneficial associations. Coverage under the 
original law was limited to retire and separated employees only. Because of the 
increased coverage now authorized under the law, the presently authorized limita- 
tion of $80,000 is inadequate. 

The request for an increase of $112,350 is based on (1) an increase in the volume 
of work as a result of Public Law 356 (84th Cong., 60 Stat. 676, Aug. 11, 1955) 
and (2) increases in the salaries of employees, resulting from the act of June 28, 
1955 (Public Law 94). The following table summarizes the additional program 
costs and the cost of pay increases. 
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$74, 092 
20, 908 
13, 000 


108, 000 
4, 350 


112, 350 


Personal services. - ------ 
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Under the revised law, formal applications have been received from some of 
the beneficial associations and it is expected that approximately 135,000 indi- 
viduals will, in fiseal year 1956, become insured under this part of the program. 
The individuals will pay premiums direct to the Commission. The premium 
billing, collection, and accounting function together with the acquisition, manage- 
ment and disposition of assets of the beneficial associations taken over by the 
Fund will require an average of 17 additional positions at a cost of $74,092. 

An increase of $33,908 is also required for other objects and equipment items, 
as follows: 

Communications services 
Authorized 1956 
Required 1956 


Increase requested 

This increase provides for the cost of penalty mail to send original letter of 
instructions and regular quarterly premium notices to approximately 135,000 
individuals who will pay premiums direct to the Commission. 


Rents and utility services 
Authorized 1956___ Boas: 
Required 1956_ - - - $608 


Increase requested 


This provides for the renting of a microfilm camera to be used in connection with 
premium collection and accounting for insured individuals. 


Supplies and materials 


Authorized, 1956_ 
Required, 1956_-- 


Increase requested 3, 900 


This provides for the cost of envelopes to be used for sending out letters of 
instructions and quarterly premium notices as well as other miscellaneous expend- 
able supplies expected to be required. 


Equipment 


Authorized, 1956 
Required, 1956 16, 000 


Increase requested 


This increase provides for equipment necessary in connection with premium 
collection and accounting for insured individuals. Included in the estimate are 
adding machines, desks, chairs, an inserting and sealing machine, a safe and other 
miscellaneous equipment. 

In addition to the foregoing costs totalling $108,000 arising from increased 
workload, there is required an amount of $4,350 to cover the costs of salary in- 
creases granted by the act of June 28, 1955 (Public Law 94). 
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PREPARED STATEMENT 


Chairman Haypren. Mr. Young, we will be glad to hear from yoy 
on each item. Do you have a statement? ; 


Mr. Youna. Yes, I do have a prepared statement, Mr. Chairman 
which I would be glad to file for the record or read, whatever you wish, 
Chairman HaypEn. We will put the whole statement in the record 
and I wish you would, in your own way, explain those three items, 
(The statement referred to follows:) 


STATEMENT OF Partie YouNG, CHArRMAN, UNITED States Civit Service Coy. 


MISSION, REGARDING SUPPLEMENTAL APPROPRIATIONS FOR THE FIscAL Yeap 
1956 


Mr. Chairman and members of the committee, we have for your consideration 
the Commission’s supplemental appropriation requests for fiscal year 1956, as 
well as increased limitations on the amounts to be expended for certain purposes, 

We are here today to explain the Commission’s need for these supplemental 
appropriations and increased limitations. 


SALARIES AND EXPENSES 


Travel limitation.—The amendment to the Travel Expense Act of 1949, dated 
July 28, 1955, authorized an increase in the maximum per diem allowances for 
travel in the Continental United States from $9 to $12 per day, and in the mavyi- 
mum mileage allowances from 7 cents to 10 cents per mile. The Commission’s 
policy under the act provides for per diem allowances ranging from $10 to $12 
per day and mileage allowances generally at 8 cents per mile. In order to pay 
these increased travel expenses, the Commission needs a revision in its appro- 
priation language permitting an increase in the limitation from $443,000 to 
$493,000. ‘These additional costs, within the increase in the limitation, which 
we estimate to be approximately $50,000 in fiscal year 1956, will be absorbed 
within our present appropriation for “Salaries and expenses.” 

Hatch Act limitation.—The cost of administering and enforcing the political 
activity restrictions applied by law to Federal employees as well as to employees 
of federally financed activities of a State or local agency has been increased by 
both the pay legislation and the new per diem and mileage allowances. The 
amount available for this function is controlled by a limitation in the Commis- 
sion’s ‘Salaries and expenses’’ appropriation. In order to carry on this work for 
the balance of fiscal year 1956 at the level authorized by the Congress, an increase 
in the limitation from $65,000 to $70,000 is requested. This $5,000 increase is 
composed of $4,400 for pay increases and $600 for increased travel allowances. 


INVESTIGATIONS OF UNITED STATES CITIZENS FOR EMPLOYMENT BY INTERNATIONAL 
ORGANIZATIONS 


Under the provisions of Executive Order 10422 as amended, the Civil Service 
Commission and the Federal Bureau of Investigation conduct investigations of 
United States citizens employed or being considered for employment in inter- 
national organizations of which the United States Government is a member. 
The reports of these investigations are forwarded to the International Organiza- 
tions Employees Loyalty Board of the Civil Service Commission which makes 
determinations under the loyalty standard specified in the order. The Board 
submits these determinations, as advisory opinions, to the Secretary of State for 
transmission to the Secretary General of the United Nations or the executive 
head of the international organization concerned. 

The Commission is requesting additional funds of $119,000 in order to maintain 
this program on a current basis during the remainder of fiscal year 1956. In the 
budget submitted to the Congress for fiscal year 1956 the Commission requested 
an appropriation of $500,000 for this work. The Congress, however, reappro- 
priated the unobligated balance from the previous fiscal year, which amounted to 
$398,385. In its report on the independent offices appropriation bill for 1956 
the House Appropriations Committee indicated that if this reappropriated amount 
was not adequate, the need for additional funds would be considered later in the 
year. 
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The workloads of investigations under this program are uncontrollable and to 
some extent unpredictable, except as based on past experience. A current 
analysis of this program indicates that the number of requests for investigations 
to be made will exhaust the funds available for this purpose by the end of next 
week. At that time it will be necessary for both the Federal Bureau of Investi- 
gation and the Civil Service Commission to discontinue investigations under this 
program. Based on our experience to date we estimate an additional need of 
$119,000 to process the workload of investigations to be received during the 
remainder of fiscal year 1956. This need is made up of (1) $95,200 in program 
requirements of which $56,870 is for the Federal Bureau of Investigation and 
$38,330 for the Civil Service Commission and (2) $23,800 for pay increase costs 
distributed almost equally between the Federal Bureau of Investigation and the 
Civil Service Commission. 


ANNUITIES, PANAMA CANAL CONSTRUCTION EMPLOYEES AND LIGHTHOUSE SERVICE 
WIDOWS, CIVIL SERVICE COMMISSION 


The Panama Canal Construction Annuity Act, approved May 29, 1944, pro- 
vides for payment of annuities to certain former civilian employees and the 
widows of former employees who served on the Isthmus of Panama. Benefits 
for qualified claimants are paid retroactive to May 1944. 

An unanticipated increase in the number of annuity claims filed under this 
legislation has made the request for the supplemental appropriation necessary. 
On the basis of current experience on receipts, estimated obligations to this 
appropriation are $2,240,000. ‘The appropriation for fiscal year 1956 is $2,170,000. 
The Commission, therefore, is requesting an increase of $70,000 to meet current 
obligations. 


EMPLOYEES’ LIFE-INSURANCE FUND—ADMINISTRATIVE EXPENSES 


The Federal Employees’ Group Life Insurance Act provides that the employees’ 
life insurance fund is available for any expenses incurred by the Civil Service 
Commission in the administration of the act within such limitation as may be 
specified annually in appropriation acts. 

In the Independent Offices Appropriation Act, 1956, a limitation of $80,000 
was approved for administrative expenses on the insurance program. Subseq- 
quently, however, the Federal Employees’ Group Life Insurance Act was amended. 
This amendment authorized assumption by the employees’ life insurance fund of 
life-insurance agreements of all members of Federal and District of Columbia 
employee beneficial associations. 

‘lhe additional workload under the revised law consists of premium billing, 
collection and accounting functions, as well as acquisition, management, and dis- 
position of assets of the beneficial associations. ‘The request for an increase in 
the limitation from $80,000 to $192,350 is based on (1) additional work as a 
result of an amendment to the law and (2) increases in salaries under the recent 
pay legislation. 

Arrangements have already been made with beneficial associations covering 
approximately 135,000 members, to assume responsibility for their insurance 
agreements under section 10 of Public Law 356. The present schedule indicates that 
the majority, if not all, of these associations will be taken over prior to June 30. 
The need for this increase in limitation is therefore most urgent. Needless to 
say, I was quite shocked to learn of the drastic action taken by the House Appro- 
priations Committee last week in allowing only $20,000 out of a request for $112,- 
350 for this item. Such a reduction—amounting to $92,350—would make it 
virtually impossible for us to handle the scheduled workloads in the insurance 
program between now and the coming June 30. Further, if this cut were to stand, 
immediate action would have to be taken to notify employee beneficial associa- 
tions of cancellation of the dates on which the Commission had already agreed to 
take over their insurance agreements. Accordingly, we urgently recommend that 
the Senate restore the amount of cut made by the House committee and allow the 
full amount of the limitation contained in this budget request, namely, $192,350. 

We are available to discuss any of the aspects of these programs and needs in 
whatever detail the committee may desire. 
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SUPPLEMENTARY STATEMENT OF PHILIP YOUNG, CHAIRMAN, UNITED STATES CIVIL 
SERVICE COMMISSION, CONCERNING NEED FOR INCREASE IN THE LIMITATION FOR 
ADMINISTRATIVE EXPENSES FOR EMPLOYEES’ LIFE-INSURANCE FUND 


As this committee knows, the Civil Service Commission has the responsibility 
for administering the Federal Employees’ Group Life Insurance Act of 1954 
This act provides that administrative expenses incurred by the Commission fo, 
this purpose must be within such limitations as may be specified annually in appro- 
priation acts. In this connection, there is a limitation of $80,000 in our current 
appropriation act as to the amount that can be spent from the insurance fund for 
administrative expenses. This limitation at the time it was established was ado. 
quate for the general overall administrative functions the Commission was per- 
forming with respect to the employees’ life insurance fund. An amenmdent to 
the Life Insurance Act since that time, however, has brought about a completely 
new aspect of work insofar as the Commission is concerned. The amendment ] 
refer to—Public Law 356, enacted August 11, 1955—requires the Commission ty 
assume the life-insurance agreements of all members of Federal and District of 
Columbia Government employee beneficial associations. The assumption of these 
agreements brings us into an entirely new phase of insurance operations which we 
had not performed under the original insurance act. These new items of work 
which in effect consist of operating an insurance business, are— ; 

Individual membership records for each beneficial association. 

Quarterly premium billing and collections, including accounting therefor, 

Acquisition, management, and disposition of assets of the beneficial asso. 
ciations. 

The new workload outlined above has already commenced, and the Commission 
has entered into negotiations with beneficial associations totaling approximately 
135,000 members to take over their insurance agreements between now and next 
June 30. To accomplish this job it will be necessary that we have an increase 
of $112,350 over and above the original limitation granted in our annual appro- 
priation act. 

The House Appropriations Committee last week made a drastic cut in this 
item, allowing an increase of only $20,000 out of the $112,350 requested. The 
House committee did not question the reasonableness of the cost figures when 
related to the workload contained in the budget request, but in its report stated 
that the estimated beneficial association workload is just beginning and that 
specific experience had not yet developed. The Commission did not have the 
opportunity to testify before the House Appropriations Committee on this supple- 
mental request. However, in all fairness it must be said that at the time our 
budget request was prepared asking for an increase in the expense limitation, we 
had not actually assumed the life-insurance agreements of any beneficial associa- 
tion under the August 1955 amendment to the act. Nevertheless, the reduction 
made by the House committee for this item would make it virtually impossible 
to handle the scheduled workloads between now and June 30, 1956. Further, 
if this cut were to stand, immediate action would have to be taken to cancel the 
dates on which we were to assume responsibility for taking over life-insurance 
agreements and advise the associations involved that these agreements must be 
deferred until such time as funds are authorized. This, of course, would be un- 
desirable since these associations are now actually preparing uniform, individual 
member insurance records for our use. I might add, also, that we have a con- 
gressional mandate to take over the insurance agreements of these associations. 

In addition, I would like to point out that this request represents only authority 
to use an amount out of the insurance fund for administrative expenses and is 
not a request for an additional appropriation of funds. These funds cannot be 
used for any other purpose if some minor portion of the scheduled workload 
under the employees’ life insurance program should fail to materialize. I therefore 
strongly urge the Senate to restore the full amount of cut and allow the amount 
of limitation contained in the budget request, namely, $192,350. 


GROUP LIFE-INSURANCE ITEMS 


Mr. Youna. I have a supplementary statement which I would like 
to attach to the other, if I may, please? 
Chairman Haypen. That will be put in the record, too. 
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\Mr. Youne. The statement I gave you has to do particularly with 
the group life-insurance item, which is most critical. However, I 
would really like to address my remarks, Mr. Chairman, to just two 
of the budget items which are the most critical from our point of view. 


EMPLOYEES LOYALTY BOARD 


One item is the “International organizations employees loyalty 
investigations.” Included in this item is a loyalty board which was 
set up under the jurisdiction of the Civil Service Commission to pass 
upon the loyalty of United States citizens being considered for em- 
ployment by international organizations. The United Nations, for 
example, is one of the great users. 

There are about 50 of these international organizations with which 
the United States Government has an agreement. 

This Loyalty Board has nothing to do with the Federal employees 
security program, but gives an advisory opinion to the Secretary of 
State as to the loyalty of a given individual after appropriate investi- 
vation, and hearings in some cases. The Secretary of State transmits 
that advisory opinion to, let us say, for example, the Secretary General 
of the United Nations. He can hire the individual or refuse to hire 
the individual. We have no jurisdiction in this matter. 


WORK SHARED WITH FBI 


Senator MaGnuson. Do you duplicate the work of the FBI? 

Mr. Younc. We do not duplicate, but we both do a part of the 
investigation job. This appropriation is for the work of both the 
FBI and the Civil Service Commission. In all cases where there is 
any question of subversive interests or loyalty interests, the FBI does 
the investigation work. They actually get over 50 percent of the 
money in the appropriation. 

Senator MaGnuson. What do you do? 

Mr. Youna. We do the regular background investigations. 

Senator Magnuson. As to qualifications? 

Mr. Youne. No, only as to the suitability of these individuals. 
And, in the course of that investigation if we find any subversive 
matters, we turn the case over to the FBI. 

Senator Magnuson. So that there is no duplication. 

Mr. Youne. No, sir. They complement each other. Of course, 
this is a situation over which we have no control in terms of workload 
because these cases flow to the International Employees Loyalty 
Board via the State Department from the international organizations. 

Ambassador Lodge and the Secretary of State have been most 
anxious to increase the number of United States citizens working in 
the staffs of these international organizations. We have done every- 
thing in our power in terms of simplifying the machinery and expe- 
diting all of these investigations to make it possible to give quicker 
service. There was a situation a couple of years ago where the 
United Nations, for example, would go out and hire a stenographer 
or an administrative assistant of another nationality rather than 
bother to go through this investigative process required for United 
States citizens. 
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APPOINTMENTS TO INTERNATIONAL ORGANIZATIONS 


Senator Macnuson. Let me ask you this question for information 
If Cabot Lodge wants to hire a United States citizen as a stenographer 
for the Secretary General, they do not ask you for anybody from 
your list? 

Mr. Youna. No. 

Senator Macnuson. They pick out Miss A, and then ask you to 
look at Miss A’s qualifications, is that correct? 

Mr. Youna. They may send down 5 names and say, “We are going 
to hire one of these 5, and will you please give an advisory opinion.” 

Senator Macnuson. They you run through them, and if you find 
anything of a subversive nature, the FBI takes up from there? 

Mr. Youna. Yes. They investigate it and send a report to ow 
Board which renders an advisory opinion, through the Secretary o{ 
State, to the Secretary General of the United Nations who makes the 
decision as to acceptability. 


TOTAL APPROPRIATION 


Senator MaGnuson. How much do you have in total for that? 

Mr. Youna. Presently we have $398,385. 

Senator Magnuson. What was the budget estimate? 

Mr. Youna. We asked for $500,000 last year. The House Appro- 
priations Committee took the position that ‘‘We will not give you the 
$500,000 that you request but we will reappropriate the unexpended 
balance of the funds you already have.” 

Senator MaGgnuson. Which is $398,000? 

Mr. Youna. Yes—$398,000. The committee further said— 


if that proves insufficient, come back to us for more. 


Senator MaGnuson. So you are coming back for $119,000? 

Mr. Youna. We are back for $119,000 and, action last week by 
the House committee, reduced the amount to $107,100. 

Senator Macnuson. And you are asking for the difference? 


LETTER FROM J. EDGAR HOOVER 


Mr. Youna. We are asking for the difference on that. 

Here is a letter which points up our present difficulties. It is a 
letter from J. Edgar Hoover, addressed to me, dated February 27, 
1956: 


My Dear Mr. Youne: You will recall that this Bureau received an amount 
of $191,500 from your agency at the start of this fiscal year to handle the work to 
be performed by this Bureau in connection with United Nations personnel. At 
the time the transfer of this money was being effected, it was pointed out that when 
this amount was exhausted this Bureau would be unable to handle any further 
work on this program until additional funds were made available. Under date 
of November 1, 1955, at the time the Bureau advised you of increases in the cost of 
investigations under this program due to increased per diem and mileage allow- 
ances, it was pointed out that these funds would probably be exhausted by April |, 
1956. 

It has now been determined that at the present rate this work is being received 
for handling, the funds will be exhausted shortly after the middle of March 1956. 
When sufficient work to exhaust these funds has been received, you will be advised 
and this Bureau will be unable to handle any further work under this program 
until additional funds are made available. For your information and guidance 
there is set forth below a tabulation showing the estimated total workloads that 
can be handled for the $191,500. * * * 
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REIMBURSEMENT TO FBI 


Senator Maanuson. Does anyone reimburse the FBI, or do they 
use their Own appropriation? 

Mr. Youna. They use this appropriation. Half of this appropria- 
tion is made available to the FBI. 

Senator MaGnuson. You reimburse them, actually. 

Mr. Youna. We advance the funds to them on the basis of case 
receipts at a predetermined case cost. 

Senator Magnuson. They are reimbursed. 

Mr. WituiaMs. It is a single appropriation for the use of both 
agencies. 

TOTAL INVESTIGATIONS 


Senator Maanuson. How many people are involved? How many 
people do you have to investigate? 

Mr. Youne. Do you have the volume? 

Mr. WiuuiaMs. It is about 3,000 a year between the 2 agencies. 

Senator Maanuson. Are there that many? 

Mr. Youna. It goes back to the problem where they may investigate 
5 and hire 1. It is much higher in terms of number of investigations 
than in terms of number of people hired. 

Mr. WixuraMs. It encompasses about 50 international organizations, 
the United Nations being by far the largest. 


COST PER PERSON 


Senator Magnuson. It costs about $150 a person. 

Mr. WiuuraMs. There are different types of investigations which 
have different costs. 

Senator Magnuson. The average would be about that. 

Mr. Wiuutams. In the general neighborhood; yes, sir. 

Mr. Younac. Not per person hired but per person investigated. 

Senator Magnuson. You have no control over the number of 
names that they give you? 

Mr. Young. We have no control at all over the cases received. 
Our present situation is that the FBI has notified us in this letter, 
which you may want for the record, that they will have to discon- 


tinue new investigations under this program at the end of March. 
FBI tells us: 


Those cases which are now in process can be completed but we cannot under- 
take new investigations until we get more money. 

That is going to be very disturbing, I believe, to Ambassador 
Lodge. I have already sent him a letter about this situation. 
_ Senator DworsHax. Where are most of these people who are 
investigated living? Where do most of them live? 

Mr. Young. They may be living all over the country. 

Senator Dworsuak. Are they all within the United States? 

Mr. Wittrams. Not necessarily; no. 


OVERSEAS INVESTIGATIONS 


Mr. Young. I could not say offhand, but we would not be making 
any investigations abroad. That would be done directly through the 
State Department investigative services overseas. 

74919—56——10 
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Senator DworsHaxk. Any of our employees overseas would }p 
handled by the State Department? , 

Mr. Youna. Yes. These are not United States employees that wo 
speak of. These are potential employees for the international orgapj. 
zations. 

Senator Dworsnak. That is what I understood. They are seat. 
tered all over? 

Mr. Youna. Yes; and they are all United States citizens. 

Senator MaGcnuson. They make applications, I suppose, if they 
might want to pursue that type of career. I suppose that they make 
an application to the Secretary General for a certain job? 

Mr. Youna. That is right. 

Senator MaGnuson. He gets so many applications and, when there 
is a vacancy, he sends so many to you? 

Mr. Youna. That is correct. 

Senator MaGnuson. That is about the story? 

Mr. Youna. That is the way it works. 

Senator Macnuson. That seems like a lot of people to me. 

Mr. Youne. There are many investigations involving applicants 
from over 50 different organizations. 


LIMITATION ON TRAVEL EXPENSE 


Senator Maanuson. They have a table here, Senator Dworshak, on 
the number of checks and opinions. 

Mr. Youne. The investigative workload is on page 4 of the budget 
justifications. 

Senator MaGnuson. Let us take the $5,000 for travel. 

Mr. Youna. The amount requested for travel to pay the increase 
in per diem and mileage allowances which are estimated to cost 
approximately $50,000. There is nothing else involved in this 
request. 

Senator SaLtronsTaLL. Mr. Young, why could you not let this run 
along at what the House gave you, which is $5,000 less than what you 
asked for, and see how you come out? We will have another supple- 
mentary. There is already one coming along. Rather than ask for 
this now, why could you not wait? 

Mr. Youna. I will not press the point, Senator. 


EMPLOYEES LIFE INSURANCE FUND 


Senator Maanuson. All right. If you do not press the point, let 
us get to the $92,000 for the limitation on the administrative expenses, 
‘Employees life-insurance fund.” 

Mr. Youne. This is the item on which I furnished a supplementary 
statement. The table for this item is on page 8 of the justifications. 

Let me summarize it in this way, because I think that we can cover 
it very quickly and then get into whatever detail you may wish. 

The administration of the group life-insurance program is handled 
by the Civil Service Commission. 

Senator MaGnuson. This is life insurance for civil-service em- 
ployees? 

Mr. Youne. Ali Federal employees, including members of Congress, 
Mr. Chairman, and the judicial and everyone are covered except the 
military. 
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Senator Maanuson. As I understand, you people did the adminis- 
trative work for our fund, did you not, the legislative fund? 

Mr. Youna. It is all one fund. It is the group life-insurance pro- 
gram. 
~ Senator Magnuson. This is the employees of Congress? 

Mr. Youne. It covers employees of Congress. 

Senator Magnuson. That is employees of Congress? It does not 
include our retirement fund? 

Mr. Younc. No; this insurance program has nothing to do with 
the retirement fund. The point’ on this is that all of the group life 
program is handled by the insurance industry for the Government. 
The premium billing and collection costs and other day-to-day routine 
insurance matters are handled by the Metropolitan Life Insurance 
Co. as a single agent for all the other companies. 


PARTICIPATION BY LIFE INSURANCE COMPANIES 


Senator Macnuson. Let us get this for the record. As I under- 
stand it, all life-insurance companies that want to participate can 
participate? 

Mr. Younc. Under certain standards and qualifications. 

Senator Magnuson. There are qualifications, but the major ones 
can participate. Some do not, only because they do not ask to do so. 

Mr. WiuuiaMs. If they can meet the requirements, they can partici- 
pate. 

Senator Magnuson. But they have to ask. 

Mr. Wituiams. That is right. 


EMPLOYEE BENEFICIAL ASSOCIATIONS 


Mr. Youna. Last August, and after we got our 1956 appropria- 
tion, the Congress passed an amendment to the Federal Employees’ 
Group Life Insurance Act, which authorized the Civil Service Com- 
mission to take over the various beneficial associations, members of 
which consist of Government employees in various departments of 
Government. We have been working since last August toward this 
goal. 

Those beneficial associations represent only about 135,000 people. 
This amendment however brought about an entirely new aspect of 
work. It puts the Civil Service Commission directly into the operat- 
ing insurance business. ‘The Commission, on taking over these bene- 
ficial associations, takes over their normal operations of billing and 
collections and records, and the acquisition and management and 
disposition of assets, with the result that in addition to our other 
administrative insurance costs we now have to carry the whole ad- 
ministrative cost of these beneficial associations. 

This is quite a different kind of operation from anything we have 
done up tonow. We are now in the position of administering a group 
life insurance program for roughly 2 million Federal employees at a 
very minimum of cost, and now having to ask for something over a 
100 percent increase in administrative expense in order to pick up the 
135,000 association members. This of course is a different type of 
work brought about as a result of the amendment to the act. We 
cannot perform this work without additional funds. 
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Senator Satronsrauty. Mr. Chairman, the House says that unt] 
the workload becomes more clear, the Retirement Division of the 
Commission should be able to do it. What do you say to that? 

Mr. Youne. Of course, we had no opportunity to testify before 
the House on this supplemental item and perhaps the case was not 
sufficiently well represented or presented, in the written documents 
We have already taken over four of these associations and our sched. 
ule provides taking over most of the balance between now and June 
30. If we do not get additional funds, we will not be able to take 
them over. The negotiations with these associations have been com. 
pleted for the most part and the work schedule is all laid out. In the 
amendment to the act there was a directive to the effect that, except 
for extenuating circumstances, of which the lack of money might be 
one, we were supposed to take them over in a 6 months’ period. 

Senator MaGnuson. Would you take them all over by the end 
of June? 

Mr. Youne. Most of them. 

Mr. WiuuiaMs. All but a very few small ones will be in by June 30, 

Senator DworsHak. Do you not have administrative funds ayail- 
able when you acquire these assets? 

Mr. Youna. This expense all comes out of the insurance fund. 

Senator Magnuson. The House placed a limitation on them. 
They are saying that their workload between now and June 30 may 
be such that the limitation will hamper them in doing the job they 
have to do. 

Mr. Youna. That is precisely correct, Mr. Chairman. 

The other interesting point is that, even if we wanted to, we could 
not use funds under this limitation for anything else. It would be 
impossible to spend it for other purposes even if we did not meet the 
full workload by June 30. 

Senator SALTONSTALL. You are saving that, if the law is right and 
you will be moving ahead fast enough so that you should keep rolling 
and if we do not grant you this, we are not allowing you to live up to 
the terms of the law? 

Mr. Youna. We cannot perform. 

Senator Maanuson. And if they do not, they cannot use the money 
for anything else anyway. 

Mr. Youna. Exactly. Further, this request for an increase in 
administrative expense limitation does not represent an appropriation. 


ADMINISTRATIVE COST PER MEMBER 


Mr. Wixutams. Another interesting point is the fact that the profit 
and loss statements of these associations indicate that it costs them 
an averaze of $2.20 to maintain a member on the rolls. The Com- 
mission is going to do it for 76 cents. The sooner we do it the more 
we conserve of the assets of the associations. 

. Senator Maanuson. Is there anything else? Thank you, Mr. 
oung. 
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FEDERAL CoMMUNICATIONS COMMISSION 


STATEMENT OF ROBERT W. COX, EXECUTIVE OFFICER, FEDERAL 
COMMUNICATIONS COMMISSION 


INCREASE IN TRAVEL LIMITATION 


Senator Macnuson. Next is the Federal Communications Com- 
rission. 
7 Mr. Cox, I understand that you request an increase in the limitation 
for expenses of travel from $65,000 to $94,000. The House allowed 
the full amount. 

Mr. Cox. That is correct. 

Senator Maanuson. The supplemental estimate and justifications 
will be placed in the record. 

(The estimate and justifications referred to follow:) 


SUPPLEMENTAL ESTIMATE 
(H. Doc. 330) 
FEDERAL COMMUNICATIONS COMMISSION 
SALARIES AND EXPENSES 


“The limitation under this head in the Independent Offices Appropriation Aet, 
1956, on the amount available for expenses of travel, is increased from ‘$65,000’ 
to ‘$94,000’.” 


Because of increased travel costs arising from the act of July 28, 1955 (Public 
Law 189), an increase in the limitation is required. An additional increase of 
$17,000 in this limitation is requested to provide for travel incident to the study of 
television and radio network practices. In 1956, the Congress appropriated 
$80,000 for this purpose, and no provision was made within the travel limitation 
for the increased cost of travel associated therewith. 


REASON FOR INCREASE 


Senator SALTONSTALL. The House gave it to you? 

Mr. Cox. We requested it of the President and the President al- 
lowed it and the House allowed it. 

Senator MaGnuson. You are merely here to tell us that you would 
like to have it stay in the bill? 

Mr. Cox. Yes, sir; and to answer any questions you may have 
about it. 

_ Senator Maenuson. You might tell us why you asked for the 
increase. 

Mr. Cox. The amount is based on two factors: First, the per diem 
and mileage increase accounts for $12,000 of the increase in limitation 
over the $65,000 which is carried in our regular appropriation for the 
current year; $17,000, Mr. Chairman, is to take care of the travel re- 
quired for the network study. 

Senator Magnuson. How much is that? 

Mr. Cox. $17,000. 

Senator Maanuson. $17,000. What did we give you last year on 
that for a total? 
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Mr. Cox. You gave us $80,000 increase in our appropriation for the 
network study, but we did not request, whether it was our oversight 
or not, any travel allowance, and you did not increase the limitation 
for travel in our appropriation and it is necessary for us to get the 
limitation increased. 

Senator Macnuson. As I recall, we gave you the increase and they 
we did not add a ratio amount to the travel? 

Mr. Cox. That is correct. 

Senator Macnuson. The full travel. 

Mr. Cox. That is right, in the limitations. We have set aside. 
out of the $80,000, approximately $17,000. Actually, we will be 
spending something from our regular funds for this purpose, as well, 
These two items account for the increase to $94,000. 


CONFERENCES IN NEW YORK AND LOS ANGELES 


Senator Macnuson. A lot of that, as I understand it, is because 
they have to hold many conferences at the seat of the networks which 
is New York and in the Los Angeles area. 

Mr. Cox. A considerable portion of it is due to that; yes, sir. 

Senator Magnuson. Those are the preliminary conferences and 
things of that kind? 

Mr. Cox. That is correct. There have been several trips to New 
York. 

Senator Macnuson. All right, Mr. Cox. Thank you very much. 
Are there any questions? 

Mr. Cox. Thank you very much. 


FEDERAL TRADE COMMISSION 


STATEMENTS OF ALEXANDER AKERMAN, JR., EXECUTIVE DI- 
RECTOR; AND WILLIAM P. GLENDENING, BUDGET AND FINANCE 
OFFICER, FEDERAL TRADE COMMISSION 


INCREASE IN TRAVEL LIMITATION 


Senator Macnuson. Next is the Federal Trade Commission. 

You request an increase of $15,000 in the limitation for expenses for 
travel. The House allowed the full amount. 

The supplemental estimate will be placed in the record. 

(The estimate referred to follows: ) 


SUPPLEMENTAL ESTIMATE 
(H. Doe. 330) 
FEDERAL TRADE COMMISSION 
SALARIES AND EXPENSES 


“The limitation under this head in the Independent Offices Appropriation Act, 
1956, on the amount available for expenses of travel, is increased from ‘$160,000 to 
‘$175,000’.”’ 

Because of increased travel costs arising from the act of July 28, 1955 (Public 
Law 189), an increase in the limitation is required. 
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Senator Magnuson. Mr. Akerman, do you have anything to add? 
Tell us why you want this. 

\[ir. AKERMAN. Our increase on travel is not a request for funds, 
hut an increase on the limitation of $160,000 that was placed in our 
appropriation for this year. When we were before this body last year, 
the Senate allowed us $175,000 which was the limitation that we had 
requested on travel. _ 

Our agency is primarily a travel agency. We have to go wherever 
the trouble arises. We have to send our attorney-investigators into 
the field where the question arises, whether it be false or misleading 
advertising or whether it be a merger, or whatever it is. 

We have no control over it. In other words, we have to go when the 
problem arises and, when it reaches the formal state, we have to go 
into the field and try the cases. Otherwise we would be pulling re- 
spondents and witnesses into Washington at an inconvenience to 
them. 

This year we have tried to get the last dollar out of the travel that 
we have. We have watched it. We have tried to combine trips and 
everything else, but still, at the rate we are spending today, we will 
exceed the $160,000 limitation. We will come right at $175,000, and 
our only alternative will be, if the limitation remains, to curtail travel 
for the rest of the year and not perform our statutory duty. 

Senator MaGanuson. Are there any questions? 

Senator DirKsEN. No; I do not think so. 

[ am inclined to agree with you on this question of your work out- 
side of Washington. I do not know how you can do it unless, when a 
situation arises in Illinois or California, or elsewhere, your people go 
there and take a ook. I suppose that that is true of the hearings you 
conduct, likewise. Those are almost inescapable. 

Your travel expenses per individual, 1 suppose, are somewhat 
higher than they were before? 


INCREASED PER DIEM COSTS 


Mr. AKERMAN. Yes, sir; we estimate that the increase in the per 
diem will cost us about $33,000 this year, but, by reexamining, by 
giving men additional work as they go out, in other words, putting 
2 or 3 more cases each time they go out to finish up, we think that we 
can absorb moneywise the whole amount. We think we can stay 
within the limitation of $175,000 although it is going to cost us more. 

Senator Magnuson. Thank you very much. 


GENERAL ACCOUNTING OFFICE 


STATEMENT OF JOHN F. FEENEY, ADMINISTRATIVE OFFICER, 
GENERAL ACCOUNTING OFFICE 


PREPARED STATEMENT 


Senator Magnuson. We will take the General Accounting Office. 
You have a statement which we will put in the record in full. 

Mr. Frunny. I have a statement by the Comptroller General that 
I would like to put in the record. 
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Senator Magnuson. Very well. 
(The statement referred to follows:) 


STATEMENT TO SupPORT EXEMPTION OF THE GENERAL ACCOUNTING OrFice FRoy 


THE PROVISIONS OF SECTION 102 OF THE INDEPENDENT OFFICES APPROPRIANIO, 
Act, 1956 


Public Law 189, approved July 28, 1955, provides, among other things, for ay 
increased maximum per diem allowance from $9 to $12 for subsistence expenses of 
Government employees traveling within the continental limits of the United States, 

Several years ago the General Accounting Office adopted a program of field 
audits in lieu of centralized audits. Under this program, our audits are performed 
at the site of agency operations, thus requiring considerable amount of travel, 

Studies we have made show that a major part of our work is in metropolitan 
areas where, in order to adequately reimburse a traveler for his expenses, it is neces- 
sary to allow the maximum, or close to the maximum, per diem allowance author. 
ized by Public Law 189. Of course, in other areas, where experience has shown 
that lower expenses are incurred, reduced per diem rates are authorized. 

Section 102 of the Independent Offices Appropriation Act, 1956, limits the 
amount the General Accounting Office may spend for travel expenses during the 
1956 fiscal year to the amount set forth in our budget estimates, namely $1,300,000, 
At the time our budget estimates for the fiscal year 1956 were submitted, no con- 
sideration was given to the enactment of legislation providing for an increased 
maximum per diem allowance. Consequently, despite the most careful considera- 
tion of per diem allowances to be authorized in travel orders, a review of our travel 
program shows that the limitation of $1,300,000, when weighed against the esti- 
mated amount of travel required to carry out the duties of the General Accounting 
Office during the balance of the 1956 fiscal year, will not permit the payment of 
per diem rates commensurate with the expenses incurred by our employees and 
may result in our having to curtail some of our work. 

In order to insure that the General Accounting Office can properly carry out its 
work during the fiscal year 1956 and, at the same time, pay travel expenses to our 
people as contemplated by Public Law 189, it is respectfully requested that the 
limitation in section 102 of the Independent Offices Appropriation Act, 1956, be 
waived insofar as it affects the General Accounting Office. 


JosepH CAMPBELL, 
Comptroller General of*the United States. 


HOUSE REPORT 


Senator Macnuson. By a provision placed in the bill by the House, 
you are exempted from the requirement in the regular bill that the 
expenditures for travel expenses may not exceed the budget estimates. 

The statement in the House report will be placed in the record. 

(The statement referred to follows:) 


Hovust REporT 
GENERAL ACCOUNTING OFFICE 


The bill contains language to exempt the General Accounting Office from the 
provisions of section 102 of the Independent Offices Appropriation Act, 1956. 
This will permit use of current appropriations for travel expenses in excess of the 
amount provided for in the original budget estimate. Increased per diem costs 
due to legislation during the year make removal of the limitation necessary. 


EXEMPTION FROM SECTION 102 LIMITATION 


Senator Macnuson. Tell us about that. 

Mr. Freeney. We are asking for an exemption from the limitation 
under section 102 of the Independent Offices Appropriation Act for 
the fiscal year 1956. 

Senator Macnuson. A budget estimate? 

Mr. Freeney. That is right, sir. 
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Senator Macnuson. What was the budget estimate? 

Mr. Feeney. $1,300,000. 

Senator Macnuson. How much would you go over that? 

Mr. Feeney. We did not ask for any specific amount. We feel 
that by getting the limitation removed we can make allotments for 
travel in excess of our original estimates. This would permit better 
utilization of our travel funds, and the final result may be that our 
total expenditures would not be in excess of our estimates. . If we do 
exceed our estimates, it will be by only a nominal amount. 

Senator Macnuson. From where would you take that money? 

Mr. Feeney. From other objects in our appropriation. 

Senator Maanuson. In the travel expense? 

Mr. Feeney. Not in the travel; in funds provided for other objects. 

Senator Macnuson. This would, in effect, shrink that, if this 
language stayed in? 

Mr. Frenny. That is right. 

Senator Macnuson. You will not have to investigate yourself? 

Mr. Feenry. We hope not, sir. 


TOTAL FIELD PERSONNEL 


Senator Dirksen. How many people do you have in the field out- 
side of Washington? 

Mr. Frenry. Outside of Washington, we have approximately 
700. 

Senator DirKsEN. Outside of Washington? 

Mr. Feenry. That is right, sir. 


REGIONAL OFFICES 


Senator Dirksen. They are in how many offices? 

Mr. Feenry. We have 30 regional offices and a few suboffices. 
Then we have an audit branch with the Air Force at Denver, Colo., 
one at Indianapolis, Ind., with the Army, and one at Cleveland, Ohio, 
with the Navy. We also have a European branch, having at the pres- 
ent time about 43 employees. We have requested 58 in our estimates 
for 1957. 


FUNCTION OF EUROPEAN OFFICE 


Senator Magnuson. What do you do in the European office? 

Mr. Feenry. We go into the expenditures of all agencies abroad. 

Senator MaGnuson. Do you go into matters of expenditures of 
the funds that we appropriate for foreign aid? 

Mr. Freeney. Yes, sir. 

Senator Maanuson. Including the NATO fund? 

Mr. Freeney. And the offshore procurement funds. 

Senator MaGnuson. Where is that office located? 

Mr. Freeney. We have our main office in Paris, and suboffices at 
London, Frankfort, Rome, and Madrid. There are very few em- 
ployees in each place, with the main group at Paris and the next 
larger group at Frankfort. We have gone to Madrid within the last 
2 years. 

_ Senator Maanuson. I understand that you are not using as many 
in that work as we ought to have. 
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Mr. Frrnry. We had 48 authorized for this year. We will hayp 
them over there by the end of this fiscal year. We have asked fo, 
an increase of 10 in our estimate for 1957, which the House } 
allowed. 

Senator MaGnuson. Are there any questions? Does the Senato 
from Idaho have any questions? 

Senator Dworsnak. I have no questions. 

Senator Maagnuson. The Senator from Illinois? 

Senator Dirksen. I have no questions. 

Senator Magnuson. The Senator from Massachusetts? 

Senator SALTONSTALL. I have no questions. 


as 


SECURITIES AND ExcHANGE COMMISSION 


STATEMENTS OF J. SINCLAIR ARMSTRONG, CHAIRMAN; A. k 
SCHEIDENHELM, EXECUTIVE DIRECTOR; AND JAMES J. RIOR. 
DAN, BUDGET OFFICER, SECURITIES AND EXCHANGE Com. 
MISSION 

PREPARED STATEMENT 


Senator Macnuson. We will take next the Securities and Exchange 
Commission. 


Mr. Armstrong, you have a statement which we will put in the 
record in full. 


(The statement referred to follows: ) 


SECURITIES AND ExcHANGE COMMISSION—STATEMENT OF CHAIRMAN ArRM- 
STRONG ON THE SUPPLEMENTAL APPROPRIATION FOR THE COMMISSION 


The Securities and Exchange Commission is requesting an increase in the 
limitation on travel expenses in the 1956 appropriation, from $132,000 to 
$157,500, an increase of $25,500. 

The Commission is also requesting a supplemental appropriation of $323,000 
to cover the cost of the pay increases authorized by Public Law 94, 84th Con- 
gress. The Commission has paid the salary increases currently during the 
present fiscal year under authority contained in Bureau of the Budget Bulletin 
56-1, dated July 8, 1955, which states in part, “Original apportionment requests 
for 1956 should reflect the increased pay costs so far as possible.’? Under section 
3679 of the Revised Statutes the Bureau of the Budget is required to approve 
apportionments of agencies’ appropriations only if such apportionments prevent 
expenditures in one portion of the year which may necessitate a deficiency or 
additional appropriation for the balance of the fiscal year, except where some 
extraordinary emergency or unusual circumstances require otherwise. The Pay 
Act was passed after our Appropriation Act had been enacted and the Bureau 
of the Budget approved our apportionments on the basis that a supplemental 
appropriation would be necessary toward the end of the fiscal year. 


TRAVEL EXPENSES 


Public Law 89, approved July 28, 1955, authorized increases in the maximum 
rates of per diem in lieu of actual expenses for subsistence from $9 to $12, and the 
maximum rate for travel by personally owned automobile from 7 cents to 10 
cents per mile. 

The Securities and Exchange Commission began paying the increased rates of 
per diem and for automobile travel on August 1, 1955. The Commission will 
absorb the cost of the increase in per diem rates and the increased rate for auto 
travel. It is necessary, however, that the limitation of $132,000 in the Com- 
mission’s Appropriation Act be increased by $25,500 to $157,500. I have a table 
indicating such costs to the Securities and Exchange Commission for the current 
fiscal year. 
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PAY INCREASES 


Public Law 94, 84th Congress, authorized increases to all employees of the 
Commission, except Commissioners and 13 employees paid under the wage-board 
scales of 7.5 percent, effective before the beginning of the current fiscal year. I 
have another table showing these costs for the current fiscal year. 


Travel obligations and cost of increased rates of per diem and automobile travel 


Payment of the increased per diem rate of $12, and increased rate for auto- 
mobile travel began on August 1, 1955. The analysis of these costs is as follows: 


Oblig ation for subsistence expenses from ane. 1 to Feb. 29, or 7 months__ $48, 430 
%_ of $48,330 (old rates) ___-- ; _36, 247 


Cost of increase for 7 months_ ey “12, 183 
Estimated cost from Mar. 1 to June 30, 1956 ($2, 400 pe r month) __ 


Additional cost, increased per diem rates - _ - 
AUTO TRAVEL 


Obligation for auto travel from Aug. 1 to Feb. 29, or 7 months (new 
rates) _ - ; - : f 7, 060 
Ko of 7,060 (old rate) _ “ee. ns eee pe wen bea 4, 942 
Cost for 7 months- _- 7 2, 118 
lstimated cost from Mar. 1 to June 30, or r 4 months, at $400 per month_- 1, 600 


Increased costs, auto travel. : 2 hares we ae 3, 718 


Cost of subsistence - _ - - : ihe . 21,783 
Cost of auto travel _ _- é 


WOUME oaacccus j as -. 25, 501 


Salary obligations and cost of Pay Act salary increases, for fiscal year 1956 


Salary obligations to Feb. 28, 1956 $3, 143, 805 
Obligations from Mar. 1 to June 30, 1956 1, 638, 195 


Subtotal 
Less: Salaries of 5 Commissioners and 13 wage-board employees not 
subject to the Pay Act 131, 042 


Salary obligations, including increases under Public Law 94 4, 650, 958 
$4,650,958 107.5 X 100 (salaries at old rates) 4, 326, 472 


Gross cut of pay increases 324, 486 
Less: Pay increases for which reimbursements from other agencies 
will be received =1, 486 


323, 000 


INCREASE IN TRAVEL LIMITATION 


Senator MaGenuson. You are requesting an increase in the travel 
expense limitation, which was approved by the House. 

Mr. ARMSTRONG. Yes, sir. 

Senator Maanuson. The supplemental estimate will be placed in 
the record. 

(The supplemental estimate referred to follows:) 
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SUPPLEMENTAL ESTIMATE 
(H. Doc. 330) 
SECURITIES AND ExcHANGE COMMISSION 


SALARIES AND EXPENSES 


“The limitation under this head in the Independent Offices Appropriation Aci, 


1956, on the amount available for expenses of travel, is increased from ‘$132,0()) 
to ‘$157,500’.”’ 


Because of increased travel costs arising from the act of July 28, 1955 (Pubjic 
Law 189), an increase in the limitation is required. 


AMOUNT OF INCREASE 


Senator Macnuson. The House says: 


Because of increased travel costs arising from the act of July 28 an increase jp 
limitation is required. 


Mr. Armstrona. We are requesting an increase in the limitation 
and we are absorbing the cost. 

Senator Magnuson. How much would that amount to, approxi- 
mately? What is your total travel? 

Mr. ARMSTRONG. $132,000. It would be increased to $157,500. 

Senator Macnuson. That would be a flexible amount which you 
may or may not use between now and June 30? 

Mr. ArmMstrRONG. Yes, sir. 

Senator MaGcnuson. But you feel that, if the limitation stays in, 
you are going to have to run over? 

Mr. Armstrona. There is no question about that, sir. 


TOTAL OFFICES 


Senator Macnuson. Are there any questions? 

How many offices do you have? 

Mr. Armstrona. We have 9 regional offices and 4 branch offices. 

Senator Dirksen. You have additional duties since this was made? 

Mr. Armstrona. There is no question about it, Senator. 

Senator Dirksen. Can you make out under that limitation? 

Mr. Armstrona. Yes, sir. We have been proceeding on the basis 
of $157,500 divided by 12 on a monthly basis in accordance with the 
instructions of the Bureau of the Budget. 


NECESSITY FOR TRAVEL 


Senator Dirksen. You have also to go where the work is? 

Mr. Armsrrone. That is right. It is very necessary for our en- 
forcement work. Our investigators and inspectors have to be in the 
field in order to do the fraud investigation. It is a function under the 
Securities and Exchange Act. 

Senator MaGnuson. Your activities have been greatly increased 
since last year? 

Mr. Armsrrone. Very substantially greater, sir. 

Senator MaGnuson. As a matter of fact, the point we made last 
year was that we suggested to them that there might be some things 
that they might initiate themselves which they could not do because 
they were so limited in their funds. 


oe 


I 
] 
l 
] 
( 





SECOND SUPPLEMENTAL APPROPRIATION BILL, 1956 155 


Mr. ArmstroNG. That is right, sir. We have taken advantage of 
that in making our submission to the Bureau of the Budget for 1957, 
and also to the House. You gentlemen, will be getting that in due 
course. 

Senator Macnuson. Thank you. Are there any questions? 

Senator DirKsEN. Thank you. 


GENERAL SERVICES ADMINISTRATION 


STATEMENTS OF FRANKLIN G. FLOETE, ADMINISTRATOR; MAX 
MEDLEY, COMPTROLLER; M. H. ELLIOTT, GENERAL COUNSEL; 
W. P. TURPIN, ASSISTANT COMPTROLLER, BUDGET; D. E. A. 
CAMERON, DIRECTOR, BUDGET DIVISION; J. E. STRAWSER, 
ADMINISTRATIVE OFFICER, PBS; W. A. SCHMIDT, DEPUTY 
DIRECTOR, BUILDINGS MANAGEMENT; A. A. MAY, CHIEF 
APPRAISER; J. E. MOODY, ASSISTANT GENERAL COUNSEL; 
SIDNEY ORKIN, SUPERVISOR, REAL PROPERTY INVENTORY; 
C. R. WOODSIDE, CHIEF, RENEGOTIATION REBATES; R. G. 
BEEBLESS, DIRECTOR OF PERSONNEL; AND R. R. FREDLUND, 
CHIEF, WAGE ADMINISTRATION, GENERAL SERVICES ADMIN- 
ISTRATION 

APPROPRIATION REQUESTS 


Senator Maanuson. Next is General Services Administration. 
Let the Chair read what is before us. 

You requested an additional amount of $4,685,000 for Public 
Buildings Service operating expenses, which was allowed by the 
House; requested an additional amount of $4,600,000 for refunds 
under Renegotiation Act, which was reduced to $4 million by the 
House; requested a transfer provision to acquire the Rand-McNally 
building in Chicago, which was deferred by the House pending 
investigation; and requested several increases for Public Law 94 pay 
costs and in travel expenses limitation, which were all allowed by 
the House. 

JUSTIFICATIONS 


_ The supplemental estimates, the justifications, and the statements 
in the House report will be placed in the record. 
(Information referred to follows:) 


SUPPLEMENTAL ESTIMATES 
(H. Doe. 330) 
GENERAL SERVICES ADMINISTRATION 
OPERATING Expenses, Pusiic BurLtpincs SERVICE 


_ “For an additional amount for ‘Operating expenses, Public Buildings Service,’ 
34,685,000; and the limitation under this head in the Independent Offices Appropria- 
tion Act, 1956, on the amount available for expenses of travel, is increased from 
‘$163,500’ to ‘$185,600".” 

This proposed supplemental appropriation includes $800,000 to meet increased 
pay rates effective on or before February 12, 1956, for wage board employees and 
the remaining $3,885,000 is required for increases in classified salaries granted by 
the act of June 28, 1955 (Public Law 94). The increase in limitation for travel 
expenses is needed for additional per diem allowances for subsistence and travel 
expenses as authorized by the act of July 28, 1955 (Public Law 189). 
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ReFuNDs UNDER RENEGOTIATION ACT 


“For an additional amount for ‘Refunds under Renegotiation Act,’ $4,600,099 
to remain available until expended.” oe 
This appropriation is needed to finance refund and rebate payments due Worlq 
War II contractors upon approval of their claims under the Revenue Act of 1943 
and the Renegotiation Act of 1951, as amended. Presently available funds ao 
expected to be exhausted within the next few weeks. — 


AcevisiTion oF LAanp anv Buiipine, Cuicaco, ILLiNors 


‘For the acquisition of the parcel of land located at 536 South Clar§ Street, Chicag, 
Illinois, together with all improvements thereon and appertaining thereto, including 
incidental expenses, to remain avatlable until expended, $3,000,000, to be derived }, 
transfer from the appropriation ‘Sites and planning, purchase contract, and pubjic 
buildings projects.’ ”’ hi sea 

This proposed supplemental appropriation is needed to acquire the Rand. 
MeNally building, Chicago, Ill., in order to provide a more economical solutio, 
to the problem of housing certain Government agencies in the Chicago area, _ 


IncREASED TRAVEL LIMITATIONS 


“Limitations imposed by the Independent Offices Appropriation Act, 1956, as 
amended by the Supplemental Appropriation Act, 1956, on amounts available for 
travel expenses under the following appropriations are increased as follows: . 

‘ «Emergency operating expenses’ from ‘$13,400’ to ‘$15,300’ ; 

“Repair, improvement, and equipment’ from ‘$155,000’ to ‘$178,250’; 

** ‘Operating expenses, Federal Supply Service’ from ‘$59,750’ to ‘$68,100’: 
and 

‘* “Operating expenses, National Archives and Records Service’ from ‘$30,570 
to ‘$34,750.’ ”’ 

These increased limitations are required for additional per diem allowances for 
subsistence and travel expenses as authorized by the act of July 28, 1955 (Public 
Law 189). 


House REportT 
GENERAL SERVICES ADMINISTRATION 


Operating expenses, Public Buildings Service.—The bill provides the budget 
estimate of $4,685,000 for this item which is composed of $800,000 to meet in- 
creased pay rates for .wage-board employees that became effective on or before 
February 12, 1956, and the remaining $3,885,000 is for Pay Act increases granted 
by the act of June 28, 1955 (Public Law 94). The travel limitation is also in- 
creased from $163,500 to $185,600 as proposed in the estimates to compensate 
for recent travel allowance changes. 

Refunds under Renegotiation Act.—The committee recommends an appropria- 
tion of $4 million for this item to finance rebate and refund payments due to 
World War II contractors as certified by the Internal Revenue Service and as 
determined by the Tax Court of the United States. The precise amount that 
will be required is not predictable and the amount provided will remain available 
until expended. The balance on February 1, 1956, for payment of such claims 
was at $496,316, and the $230,000 average monthly rate of payments during 
1955 indicates that current funds will be exhausted soon, making the additional 
amount necessary. 

Acquisition of land and building, Chicago, Ill.—The committee has denied the 
budget estimate of $3 million for acquiring the Rand-McNally Building in Chi- 
cago, Ill., until after the new administrator has had an opportunity to appraise 
the proposal to be certain that purchase of the building is in the best interests of 
the Government. There are numerous difficulties associated with the proposed 
purchase and they should be resolved before funds are provided. 

Increased travel limitations—The bill contains language increasing certain 
travel limitations for various items under the General Services Administration to 
compensate for the increased costs arising from higher per diem allowances and 
travel costs. 

JUSTIFICATIONS, OPERATING EXPENSES, PBS 


GENERAL STATEMENT 


Due to relationships between increased pay act costs for regular classified 
employees and wage board employees as well as between fiscal years 1956 and 199/, 
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this combined justification covers supplemental appropriations for ‘Operating 
expenses, PBS” recently transmitted to Congress by the President, as follows: 
A. H. Doe. No. 330 (1956 supplemental): 
1. Pay increases in classified salaries (Public Law 94)______ $3, 885, 000 
2. Pay increases for wage board employees (Public Law 768) - 800, 000 
3. Increased travel limitation ($163,500 to $185,600) _______ No funds 


Total__- Bins cate ee iia ort lee 3 --. 4 685.000 
B. H. Doe. No. 326 (1957 budget amendment): 1. Annualization of 
wage board increase above ae ce 1,900,000 


A. Items in House Document No. 330: 


APPROPRIATION LANGUAGE 


“For an additional amount for ‘Operating expenses, Public Buildings Service,’’ 
$4,685,000; and the limitation under this head in the Independent Offices Appropria- 
tion Act, 1956, on the amount available for expenses of travel, is increased from 
“8163500” to “$185,600.” 

“This proposed supplemental appropriation includes $800,000 to meet increased 
pay rates effective on or before February 12, 1956, for wage board employees and 
the remaining $3,885,000 is required for increases in classified salaries granted 
by the act of June 28, 1955 (Public Law 94). The increase in limitation for travel 
expenses is needed for additional per diem allowances for subsistence and travel 
expenses as authorized by the act of July 28, 1955 (Public Law 189).” (H. 
Doe. No. 330, 84th Cong.) 

This supplemental of $4,685,000 increases funds appropriated for OE, PBS 
from $97,595,500 to $102,280,500. 

1. Pay increases in classified salaries, $3,885,000 

Appropriations for 1956 in the annual act were based on salary rates in effect 
prior to passage of Public Law 94, 84th Congress. At the start of 1956, Budget 
sureau asked each agency to estimate the cost of salary increases due to that act 
and permitted operations on a deficiency basis pending provision of supplemental 
funds. 

In January 1956, the Bureau required each agency to reanalyze the cost of 
salary increases due to Public Law 94 and to submit estimates for such portions 
which could not be absorbed. GSA submitted estimates for supplemental 
appropriations on six items. 

Supplementals for salary increases due solely to Public Law 94 are being trans- 
mitted to Congress for all departments and agencies as a package. However, as 
this 1956 supplemental for ““Operating expenses, PBS,’’ was being transmitted 
for other purposes, Public Law 94 costs are also included herein. (Public Law 94 
costs for other GSA appropriations will be included in the later governmentwide 
package transmission.) 

Amount of supplemental funds necessary to meet deficiency in ‘Operating 
expenses, PBS’’ due to increased salary rates authorized by Public Law 94 was 
determined as follows: 

Amount of annual appropriation for salaries at rates prior to Public Law 94, 
$56,569,900. 

Total cost of Publie Law 94 salary increases (7.5 percent) ____..,.- $4, 242, 700 
Net absorption due to lapses, ete 357, 700 


Additional appropriation required 3, 885, 000 


Absorption proposed here is based on receiving full amount of supplemental 
for wage board employees explained in following section. 


2. Pay increases for wage board employees, $800,000 

Public Law 763, 83d Congress, approved September 1, 1954, required con- 
version of certain CPC classifications to locality prevailing rates prior to Septem- 
ber 11, 1955. Owing to fund situation, particularly in “Operating expenses, 
PBS,” conversion was delayed until August 28, 1955. Financing plans for 1956 
contemplated this conversion based on August 1955 prevailing locality rates. 

However, since conversion was made, surveys have shown that there have 
been progressive increases in prevailing rates in many localities throughout the 
country. By the end of January schedules containing increased rates, approved 
by wage boards as a result of locality wage surveys, affect over 7,500 out of some 
19,000 GSA wage board employees at an annual cost of almost $1.7 million. 
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Funds are not available to GSA to cover these increased wage rates. Accord. 
ingly, it has been necessary for the Administrator to authorize increased rates as 
of current effective dates, in line with action taken by other agencies in the localj- 
ties, but to defer payment of the increases until additional funds are appropriated 
for that purpose. This is consistent with decision of the Comptroller Genera] 
in like circumstances (28 Comp. Gen. 300). 

When funds are appropriated for this purpose, payment will be made back to 
effective dates established for the respective localities. Although this procedure 
seems to be the fairest possible under the circumstances, it is not equitable to 
GSA employees. Other agencies, mainly Department of Defense, apparently 
have had adequate funds to begin payment of increases immediately on the 
effectie dates of approved schedules. 

The estimate of $800,000 would provide funds to pay all wage board increases 
made effective on or before February 12, 1956, for emplovees financed from 
“Operating expenses, PBS’”’ during 1956. 

- xhibit A attached, summarizes each wage board rate increase effective between 
August 28, 1955, and February 12, 1956, which affects employees paid from the 
“Buildings management fund” and develops the cost in 1956 of $798,621.76, for 
the portion financed from “Operating expenses, PBS,’’ rounded to $800,000. 


8. Increased travel limitation ($163,500 to $185,600) 


Public Law 189, 84th Congress, authorized an increase in per diem allowances 
for domestic travel from $9 to $12. It is planned to absorb the increased cost 
of tra’-el during 1956 in all appropriation items of GSA which were fixed under 
the old rate. However, it will be necessary to increase limitations on travel 
which were established for certain items. 

Pro-ision for increasing travel limitations for 1956 for other GSA items is 
covered in a following item. However, as this 1956 supplemental for “Operating 
expenses, PBS,’ is transmitted for other purposes, the provision for increased 
tra’el is also included herein. 

Increased travel limitation for ‘‘Operating expenses, PBS” is computed as 
follows: 


| Original lim- | Revised for in- 


itation | creased per diem 
| 


Local transportation not affected by per diem A $10, 000 $10, 000 
Regular travel: 
Transportation, 7,561 days at $11.30_......____-- aceasta 85, 400 85, 400 
Per diem, 7,561 days at $9 68, 100 1 90, 200 


Limitation 163, 500 185, 600 


! At $12. 


B. Item in House Document No. 326: 

1. “Operating expenses, Public Buildings Service’’: 
Original estimate $128, 598, 000 
Change to 129, 898, 000 


INNS =f A FE 1, 300, 000 


“This propesed appropriation is necessary to meet the cost of increases in pay 
rates granted for wage-board employees. This proposed appropriation was not 
included in the budget because the need therefor did not become apparent until 
after the budget had been prepared” (H. Doc. No. 326, 84th Cong.). 

This item covers the annualization in 1957 of increased cost during 1956 due to 
increased wage-board rates effective on or before February 12, 1956. (See item 
A.2 above.) 

No provision is made under this item of $1,300,000 to annualize 1956 costs for 
wage-board increases which may become effective after February 12, 1956. 
Likewise, no provision is made for probable further increases in rates during 1957. 
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ScHEDULE A.— New wage schedules issued since conversion of CPC employees to 
wage board in buildings management fund (schedules issued from Aug. 28, 1955, to 
Feb. 12, 1956) 


. ra | | Aver- | Aver- | Num- | | 
on a | age | age | ber of Annual- 
oun Ok hourly | cost em- | ized cost, 
schedule in- |per em-| ployees | 1957 

crease | ployee |affected| 


Locality 


REGION 1 


i i } 
Burlington, Vt . 28,1955 \$0.046 | $80.96 .00 | $4,784. 00 
Boston, Mass- - --- | Jan. 15, 1956 08 76. 80 | ~f 51, 417. 60 
Portsmouth, N. H : an. 29, 1956 | 0424 | 37.31 | | . 9% 264. 58 


REGION 2 
New York, N. Y.-Newark, 
ry 





. 28, 1955 | ° | 117.92 } 792. § 134, 482. 4 
--}| Oct. 23, 1955 ‘ | 96.48 , 894. 4, 180. 
Dec. 4, 1955 | .135 | 162.00 368. 17, 971. : 
| Dee. 18, 1955 ‘ | . 28 | 211. | 11, 535. 
REGION 3 } 
Baltimore, Md._.-------------| Oct. 23,1955 | 1, 33 | 187.905 814.40 | 54, 620. 
Washington, D. C-_--- ..-| Dee. 18, 1955 . .112 25. 44 031.68 | 744, 773. 
Marietta, Ohio (Parkersburg, | 
W. Va.) : . Jan. 29, 1956 . 0836 3. 57 177. 2, 782. 3 
Huntington, W. Va Baad ance Sie . 0868 | . 38 992. 2, 347. 
REGION 4 | 


Ashville, N. C..---..------...| Aug. 28, 1955 | .392 92 | | 33, 806. 39, 952. 
0S” .| Oct. 7, 1955 . 047 . 82 | 5 | 2, 568. 17, 108. 
Tampa, Fla cite nnn Ses Gees Tos | .10 5 | 6, 120. 9, 360. 





Montgomery, Ala.......---- Dee. 4, 1955 ; | .095 7 27 | 3, 078. 5, 335. ¢ 
Miami, Fla eae do eb . 093 29| 3,236. 5, 609. 
Jacksonville, Fla Jan. 29, 1956 | . 127 5 7, 040. 16, 642. 
Wilmington, N. C_--- M do . 0796 : 770. 1, 821. 22 
Chattanooga, Tenn._.........| Feb. 12, 1956 . 128 2. ‘ 2, 867. 7, 454. 7 


REGION 5 | 
Chicago, Il. | Aug. 28, 1955 .072 | 126.7: 740.16 | 75,329. 
do | 


Louisville, Ky- ‘ oath ‘ -112 197. 1% 500. 24, 227. 
Dayton-Springfield, Ohio.....| Oct. 9, 1955 . 134 203. 6 , 906. 73 8, 082. 
Cincinnati, Ohio_._-..---- | Nov. 20, 1955 - 107 136. 407. 33, 161. 
Columbus, Ohio Dec. 4, 1955 . 08 96. , 120. 15, 808. 
Indianapolis, Ind | Jam. 15, 1956 115 110. 929. 23, 680. 
Detroit, Mich..............-.-| Jam. 29, 1956 .1772 | 155. 9, 004. 8 68, 555. 
Western Michigan cee I ac . 128 112. 6 2, 590. 72 | 6, 123. 

REGION 6 
Vicksburg-Jackson, Miss-- } Jan. 1, 1956 .112 116. 36 , 193. 28 8, 386. 
Oahe-Fort Randall-Gavins | 


Point, 8. Dak _..| Jan. 29, 1956 | | .2116 | 186. : | 2,048.31 | 4,841. 
Parsons, Kans.-Joplin, Mo-_--.|-----do-...--.-| 880 | .082 72. 5 | 360. 852. 


REGION 7 











Texarkana, Tex-..-.-..-------| Dee. 18,1955 | 1,120 | .151 | 169. 691.20} 3,140.8 
Shreveport, La_- es cai 120 . 139 155. , 712. 48 | 3, 180. 35 
Houston-Galveston, Jan. 15, 1956 960 . 1372 | 131. 8: , 931. 93 | 3, 686. 2 
Alexandria, La- ; - Jan. 29, 1956 880 | .0656 57. 7 57.73 136. 
El Paso, Tex do__- 880} .115 | 101. 2 j , 619. 20 | 3, 827 
Fort Worth-Dallas, Tex.......| Feb. 12,1956 | 800 | .133 106. , 322. 40 52, 838. 2¢ 
Oklahoma City, Okla do.... 800 | .105 84. 00 | E 4, 368. 00 | , 356. 
Tulsa, Okla do...- i 800 .114 ) 003. 20 2, 608. 33 
Amarillo, Tex euicas | 800 -1152 | 92.16 751. 04 | 4, 525. 
Lubbock, Tex ee 800 | .1448 | 115. , 853. 44 4, 818. 
San Angelo, Tex--- Rsuantee 800 | .1656 | 132. 48 264. 96 688. ¢ 
REGION 9 





San Diego, Calif. __.....| Aug. 28,1955 | 1,760} .120 | 211. 34 | 180. 80 8, 486. 
San Francisco, Calif...........|-.---do _.| 1, 760 . 088 154. | 248. 32 71, 202. 
Sacramento, Calif.............| Feb. 12, 1956 800 | .136 | 108. | 4 | 5, 963. 20 18, 104. 
Stockton, Calif kee Boe | 800} .0964] 77. 5 | 462. 7: , 203. 
Hawaii Lh sien Oeencrlteeennes 800 | .0828 | 66. } 987. 20 , 166. 

REGION 1 





Portland, Oreg |} Aug. 28,1955 | 1,760} .049 | 86.24 | 847. 84 9, 274. 72 
Puget Sound, Wash Dec. 18,1955 | 1,120 | .096 | 107. 827. 20 21, 964. 80 








Nationwide average and | 
ee | Sone . by 556. 30 |1, 647, 730. 25 
Portion to be absorbed __------| oa : 7 .54 |—308, 455. 10 





Supplemental required, 
operating expenses, 


. 





798, 621.7 





eae - rE 


74919—56——-11 
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Exuisit B 


Hourly 
increase 


Average hourly increases in Army-Air Force wage rates June 30, 1952, to June 30, 1955 
(based on median rate, WB-9, step 2): 
July 1, 1952, to June 30, 1953 
July 1, 1953, to June 30, 1954 
July 1, 1954, to June 30, 1955.__....-..-___- 


Pe BOD I ik hititckccn petted inciteeeicennn 


Average hourly increase in terms of GSA wage rates for custodial work June 30, 1952, | 
to June 30, 1955 (based on average of GSA’s grade WB-1, step 2): July 1, 1952, to | 
June 30, 1955 Se tee re oc tnt tintin atcgieale nic mumineers . 0733 


I nk crt sin atinininabnent oe . 0733 





Average percent increase in wage rates for jobs similar to buildings management 
employment in 17 large labor-market areas as reported by Bureau of Labor 
Statistics 





Skilled workers (carpenters, electricians, mechanics, painters, pipefitters, 

etc.) 

Unskilled maintenance men (janitors, porters, cleaners, laborers, wateh- 
men, etc.) Panes 5 


Combined 
Average of both classes for all 3 years a 
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ng expenses, Public Buildings Service, General Services Administration, 1956 


Program and financing 


n by activities 
uldings management 
ulner activities 


Total obligations 


ymmparative transfers from other accounts 


\ppropriation (adjusted) 
posed supplemental due to pay increases 


ORLIGATIONS RY ORJECTS 


uber of permanent positions 
iumber of all employees 


ement of employees at end of year 


Labor 


iries and grades 
schedule grades 
age salary 
Average grade - 
graded positions: Average salary 
rsonal services: 
Permanent positions 
Regular pay above 52-week base 
syment above basic rates 


Total personal services 
portation of things 
munication services 
nts and utility services 
ng and reproduction 
contractual services 
iyment to *‘Administrative operations fund, Gen- 
eral Services Administration”’ 
Services performed by other agencies 
“upplies and materials 
Equipment 
Lands and structures 
‘efunds, awards, and indemnities 
ixes and assessmetits 


Total obligations 


In budget 


$108, 838, 500 | $10, 638, 400 


7, 309, 700 


116, 148, 200 
—14, 730, 100 


97, 533, 000 
3, 885, 100 


3, 092, 900 
20, 000 
86, 700 
106, 000 

1, 500, 000 

500 
3, 600 


116, 148, 200 








Revised 
estimat 


7, 309, 700 


116, 948, 100 
—14, 730, 
98, 333, 000 

3, 885, 000 


300 
200 
, ROD 


17, 100 | 
700 


“yM) 
400 


2, 900 
20, 000 
R6 700 
106, 000 

1, 500, 000 
FOO 
3,690 


116, 948, 109 


100 | 


Difference 


+$799, 900 


+799, 900 


+800, 000 
—100 


+799 90 
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Operating expenses, Public Buildings Service, General Services Administration, 1957 


Program and financing In budget | Revised 


estimate Difference 


| 
| 
| 


Program by activities: 


1. Buildings management | $120, 568, 200 | g121, 868, 200 | +$1, 300, 009 
All other activities_ eawee dai 8,029,800 | 8, 029, 800 | 


Financing: Appropriation (total obligations) --___- awl 128, 598, 000 128, 8 898, 000 : $1, 300, 000 


673 |... 
659 | 


ORLIGATIONS RY ORJECTS 


Total number of permanent positions__-__-__- s 
Average number of all employees 
Number of employees at end of year 


Average salaries and grades: 
General schedule grades: 
Average salary - 
Average grade ee ore : 
Ungraded positions: Average sal: ary. tice otaoe Spiaioha'insose $5, 503 


Personal services: 


Permanent positions aie $3, 615, 050 $3, 615, 050 
Payment above basic rates.....--.------------- : 22, 550 22, 550 | 


Total personal services-.---- ae es ee 3, 637, 600 3, 637, 600 
Travel a : ; Reame ava 205, 300 205, 300 
Transportation of things-_-.-_-..---- caked 52, 3° 62, 300 
Communication services R - ‘ - 69, 900 | 69, 990 
Rents and utility services-_- ven seating Save catuieohn 53, 500 53, 590 
Printing and reproduction__ acpuncraneneoa sa one uae 39, 900 39, 990 ; 
Other contractual services 113, 960,100 | 115, 260, 100 +1, 300, 000 

Payment to ‘‘Administrative operations fund, Gen- | 
eral Services Administration” : 3, 448, 000 | 3, 448, 000 
Services performed by other agencies. sis Rone a 29, 000 20, 000 | 

Supplies and materials Pe cate noe ne ee eaten 99, 200 99, 200 | 
Equipment ree wal 507, 000 | 5097, 000 
Lands and structures -_- = ses 6, 500, 000 6, 500, 000 
Refunds, awards, and indemnities - sabia | 690 | 600 |__- 
Taxes and assessments__ Flas aie aa cad 3, 600 | 3, 690 |. 


Total obligations... Seared : 128, 598, 000 129, 898, 000 | +1, 300, 000 


SUPPLEMENTAL ESTIMATE OF APPROPRIATION, 1956—‘‘AcCQUISITION OF LAND AND 
BuiLpinG, Cuicaco, IL.” 


APPROPRIATION LANGUAGE 


‘Acquisition of land and building, Chicago, Illinois: For the acquisition of the 
parcel of land located at 536 South Clark Street, Chicago, Illinois, together with all 
improvements thereon and appertaining thereto, including incidental expenses, to 
remain available until expended, $3,000,000, to be derived by transfer from the 
appropriation ‘Sites and planning, purchase contract, and public buildings 
projects.’ ”’ 


GENERAL STATEMENT 


“This proposed supplemental appropriation is needed to acquire the Rand 
MeNally Building, Chicago, IIl., in order to provide a more economical solution 
to the problem of housing certain Government agencies in the Chicago area” 
(H. Doc. No. 330, 84th Cong.). 

Status of lease-purchase program is such that funds available for it during 1956 
are adequate to aftord the transfer here proposed and to finance that program 
until early 1957. 


BACKGROUND 


On June 22, 1951, GSA entered into a lease with Clark-Congress Corp., then 
owner of the Rand "MeN ‘ally Building, Chicago, Ill. Lease was for term from 
August 1 to December 31, 1 951, for portions of the third and fourth floors covering 
some 80,000 square feet t and such additional space as became available until the 
end of that “ot ge Lease also covered the entire building from January 1, 1952, 
to December 31, 1956, and provided option for an additional 5 years. This was 
subject to leases ~ Rand McNally and existing leases, tenancies, etc., by any 
tenants or occupants. 
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Lease provided for rental at $1.33% per square foot up to January 1, 1952, and 
$2,500,000 for 5-year term for the entire building in 60 monthly installments of 
$41,666.67. Rental was predicated on Government appraisal of fair market value 
of the building at $4,200,000. Occupancy rights of tenants were acquired gen- 
erally by negotiation, but three required condemnation proceedings which are 
still pending. 

The building was leased primarily to provide accommodations for Bureau of 
Public Debt. GSA has expended approximately $2,300,000 in converting the 
building from loft to office use. Presently it houses nine Government agencies. 

In a decision of August 12, 1955, docket No. B117057, the Comptroller General 
held that maximum annual rental which legally could be paid could not exceed 
$375,000. This was based on appraisal of the fair market value of the building, 
$2,500,000, at date of the lease June 21, 1951. He decided that necessary action 
should be taken to recover all excess payments. 

As owners would not agree to reduce rental provided for in the lease, rental 
payments were discontinued August 1, 1955. On October 28, 1955, the owner 
instituted an action in United States District Court for the Northern District of 
Illinois, Kastern Division, for a declaratory judgment and injunctive relief. 

It has been determined, under all circumstances, that permanency of need for 
the space and proper protection of Government’s interest requires acquisition of 
fee simple title of the property. Accordingly, at GSA request, the Attorney 
General has filed an amendatory complaint in the pending condemnation pro- 
ceedings to acquire ownership of the property. (See copies of letters attached.) 
Right to occupy the property from original occupancy date until date title to it 
shall vest in the United States also has been made a part of the condemnation 
complaint. 

JUSTIFICATION 


The building is a 10-story and basement fireproof structure built in 1912 
containing approximately 600,000 square feet of space. It is equipped with 2 
passenger and 2 freight elevators on the Clark Street side and 3 passenger and 
2 freight exevators on the La Salle Street side. The land is bouud by South Clark 
Street, Harrison Street, La Salle Street, and the new Congress Street superhigh- 
way. Total land area is approximately 62,224 square feet. 

It has been estimated that the current fair market value of the land and building 
is $3 million, which is exclusive of improvements made by the Government. 

Acquisition of the property in fee simple by condemnation under judicial 
process is deemed necessary and advantageous for following reasons: 

1. There will be a continuing need for the building for the foreseeable 
future in connection with Government operations in the area. 

2. Building is strategically located for operations of Government agencies 
housed therein including Bureau of Public Debt, Department of Agriculture, 
Corps of Engineers, etc. 

3. Building has been extensively remodeled to suit Government needs and 
acquisition of title will preserve and protect the investment by the Govern- 
ment of approximately $2,300,000 for improvements. 

4. Recurring annual] rental of $375,000 will be eliminated. It is antici- 
pated that ultimate savings in rent eliminated through acquisition of property 
will more than offset the acquisition cost. 

5. Matters presently in controversy between Government and owners will 
be resolved by judicial process. 


DECEMBER 22, 1955. 
te Rand MeNally Building. 
The honorable the ATTORNEY GENERAL, 
Washington 25, D. C. 


Dear Mr. ArrorNeEY GENERAL: Occupancy of this building by the United 
States has resulted in the filing of a number of other legal actions including the 
action entitled ‘Evelyn S. Meyer, Trustee, v. United States of America, Edmund F. 
Mansure, Administrator, GSA; John A. Skeen, Regional Director, GSA; and New 
York Life Insurance Company (No. 55 C 1930, U.S. D. C., N. D. IIL, E. D.). 

The various matters in litigation were the subject of a conference held by 
\ssistant Attorney General Perry W. Morton on December 12, attended by 
representatives of this Administration and the General Accounting Office. At this 
meeting it was agreed that the overall interests of the Government under all of 
the circumstances attendant upon this matter require that the full fee simple title 
to the property be acquired. 
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Accordingly, there is attached a request that you cause the petition in ¢) 


pending condemnation proceedings to be appropriately amended in accordang 
with the above. 

Pursuant to understanding reached at the aforesaid conference we will under. 
take promptly to process a request for an appropriation of sufficient funds from 
which to defray the amount of just compensation which it is estimated may he 
awarded by the court for the acquisition requested under (2) in the attached, 

Cordially yours, 


Epmunpb F. MANsuRE, Administrator. 


DECEMBER 22, 1955. 

Re Rand MeNally Building. 

The honorable the ArroRNEY GENERAL, 
Washington 25, D. C. 

Dear Mr. Atrrorney GENERAL: By letter of November 10, we requested that 
you amend the petition filed in the condemnation proceeding entitled United 
States of America v. Certain Space in the building known as Rand McNally Building 
in Chicago, Cook County, Illinois, and C’ark-Corgress Corporation, et a!. (Civil 
Action No. 51 C 2024, U.S. D. C. for the N. D. of Illinois, FE. D.), to acquire the 
use of all of the space in the building for a term of years commencing January 1. 
1952, and ending December 31, 1956, extendible for 3 additional 5-vear terms at 
the election of the United States. 

Since the above date I have determined that acquisition of the property 
simple is necessary to provide suitable accommodations for the Government, 
in my opinion it is necessary and advantageous to do so by condemnation 
judicial process. 

Accordingly, pursuant to authority vested in me by the act of August 1, 188§ 
(25 Stat. 357), as amended by the acts of March 3, 1911 (36 Stat. 1167) and Jun 
25, 1948 (62 Stat. 986) (40 U. 8. C. A. 257); the act of May 25, 1926 (44 Stat 
630) ; as amended by 1939 Reorganization Plan No. 1, July 1, 1939 (53 Stat. 142! 
and the act of June 30, 1949 (63 Stat. 380) (40 U.S. C. A. 421-7), it is request 
that you cause the petition filed in the foregoing proceeding to be amended 1 
acquire: 

(1) The right to use and occupy the premises from the date same first w 
occupied by the United States until the date that title thereto shall vest 
the United States by judicial process, and 

(2) The full fee simple title to the building and improvements together 
the land upon which the same are situated. 

Cordially yours, 

Epmunp F. MAnsvure, Administ 


Acquisition of land and building, Chicago, Ill., General Services Administratio 


1956, 
presently 


| 1956, 
rogram and financing revised 
available | estimate 

| 
| 


Program by activities: 


Acquisition of land and building (total obligations) - - $3, 000, 000 


es 


OBLIGATIONS BY OBJECTS 


19 Lands and structures. _- | 3, 000, 000 


SUPPLEMENTAL ESTIMATE OF APPROPRIATION, 1956—“‘ReruNps UNDER 
RENEGOTIATION AcT” 


APPROPRIATION LANGUAGE 


“Refunds under Renegotiation Act: For an additional amount for ‘Refunds 
under Renegotiation Act,’ $4,600,000, to remain available until expended. 
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GENERAL STATEMENT 


This appropriation is needed to finance refund and rebate payments due 
rid War II contractors upon approval of their claims under the Revenue Act of 
1943 and the Renegotiation Act of 1951, as amended. Presently available funds 
are expected to be cmenad within the next few weeks” (H. Doc. No. 330, 84th 
Cong 
The additional $4,600,000 is estimated to pay rebates yet to be certified by the 
Internal Revenue Service and refunds, with interest, determined by the Tax 
Court of the United States. 
JUSTIFICATION 


\lthough payments vary from a few dollars to a few millions and timing of 
each payment is not predictable, it was believed that balance of prior appropria- 
tions would be ample to finance payments through June 30, 1956. However, 
payment of large amounts during the first half of 1956 has reduced the balance 
available February 1, 1956, to $496,316. At the average monthly rate of pay- 
ments during 1955 of $230,000, funds will be exhausted soon. 

Requirement for additional $4,600,000 needed to satisfy the remaining World 
War II claims is summarized in the statement which follows. No consideration of 
claims for post World War II contractors is reflected in the computations. Since 
funds appropriated for this purpose are not considered new obligational authority 
except the portion for interest payments estimated at $270,000) entire amount is 
reql ested at this time. 

As interest is charged on refund payments, and contractors have been deprived 
for many years of liquid assets reflected in rebate payments, it is important that 
additional funds be made available at the earliest possible time. 


Estimated payments of claims after February 1, 1956 
1. Rebates: 
59 claims in process by GSA; gross amount $3,834,215; net 
at 21.54 percent !_ -____- $825, 390 
139 claims in process by IRS; gross amount $7,056,155; net, 
at 21.54 percent !______- cna! dp OAS, SOU 


50 claims in process by IRS on which interim payments were 
made: 


Gross amount eet net, at 21.54 
percent. ---- 5 ee ee oe See Oe 
Less interim payme nts made 3, 363, 75 


Balance of net payments __ 1,195, 979 
1 claim pending court settlement__- = 400, 000 


Estimated total rebate payments after Feb. 1, 1956- 3, oat, 765 


Refunds: 
10 payments, principal and interest, during 1956, at $40,000 
average 2 : $400, 000 
10 pay ments, principal and interest, during 1957, at $40, 000 
average 2 400, 000 
10 payments, principal and interest, during 1958 or after__ 400, 000 


A , 200, 000 


Total estimated requirements after Feb. 1, 1956_________- € 41, 765 
Funds available ; tab = 496, 316 


Unfinanced requirement ; : __. 4, 645, 449 
Subject estimate, rounded_. 3 4, 600, 000 


\verage ratio gross to net for 3,565 rebate payments to June 30, 1955. 
? Average of 12 refund payments in 1955. 
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Refunds under Renegotiation Act, General Services Administration 


Program and financing 


Program by activities: 
1. Rebate payments 
2, Refund payments 


Total obligations 
Financing: 
Unobligated balance brought forward 
Advances and reimbursements from other accounts 
Unobligated balance carried forward 
Appropriation _ 
ORLIGATIONS RY ORJECTS 


13 Refunds, awards, and indemnities_ 
14 Interest... -.-- 


Total obligations--_-.___- 


1956, 
presently | 
available 


$2, 403, 948 | 
250, 000 | 


2, 653, 948 


—2, 561, 211 | 


2, 593, 948 
60, 000 | 


2, 653, 948 


| 1956, revised 


| 
estimate 


$3, 968, 900 | 
400, 000 


4, 368, 900 


—2, 561, 211 


—92, 737 | 


2, 885, 048 | 
4, 600, 000 


, 258, 900 | 
110, 000 | 


4, 368, 900 


Difference 


+$1, 564, 952 
+150, 000 


+4, 600, 000 


+1, 714, 952 


+2, 885, 048 


+1, 664, 952 
+50, 000 


+1, 714, 952 


SUPPLEMENTAL EsTIMATES, 1956—INCREASED TRAVEL LIMITATIONS (VARIOUS 
APPROPRIATIONS) 


APPROPRIATION LANGUAGE 
“Limitations imposed by the Independent Offices Appropriation Act, 1956, as 
amended by the Supplemental Appropriation Act, 1956, on amounts available for 
travel expenses under the following appropriations are increased as follows: 
““ “Emergency operating expenses’ from ‘$13,400’ to ‘$15,300’; 
“Repair, improvement, and equipment’ from ‘$155,000’ to ‘$178,250’; 
““ ‘Operating expenses, Federal Supply Service’ from ‘$59,750’ to ‘$68,100’ ; 
and 
‘Operating expenses, National Archives and Records Service’ from ‘$30,750’ 
to ‘$34,750’.”’ 
EXPLANATION 


“These increased limitations are required for additional per diem allowances 
for subsistence and travel expenses as authorized by the act of July 28, 1955 
Public Law 189).”’ (H. Doe. No. 330, 84th Cong.) 

Public Law 189, 84th Congress, among other things, authorized an increase from 
$9 to $12 in maximum per diem allowance for subsistence and travel expenses. 

Through administrative action to achieve all possible economies and by careful 
programing of available funds, it is believed that essential travel can be accom- 
plished without additional appropriations, provided increases are authorized in 
certain travel limitation amounts. 

Accordingly, it is proposed that travel limitations established by Independent 
Offices Appropriation Act, 1956, as amended, be raised for those items where 
essential travel cannot otherwise be performed at per diem rates under Public 
Law 189. 

Increase in travel limitation for operating expenses, PBS, is covered separately 
in the section devoted to that appropriation item. 


SUPPLEMENTAL ESTIMATSS OF APPROPRIATIONS, 1956—INCREASED Pay Costs, 
Pusuic Law 94 
HOUSE DOCUMENT NO. 341 

‘Title [1I—Increased Pay Costs: 

‘For additional amounts for appropriations for the fiscal year 1956, for increased 
pay costs authorized by the ‘‘Title I1l—Increased Pay Costs: 

‘For additional amounts for appropriations for the fiscal year 1956, for increased 
pay costs authorized by the Act of * * *, June 28, 1955 (Public Law 94) * * * 
as follows: 


* * * * + * 
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‘General Services Administration: 
‘“« “Emergency operating expenses,’ $265,000; 
“‘ ‘Operating expenses, Federal Supply Service,’ $190,000; 
“* “Euxpenses, general supply fund,’ $625,000; 
“* “Operating expenses, National Archives and Records Service,’ $325, (9 
‘“« ‘Administrative operations,’ $285,000; 
“*Abaca fiber program’ (increase of $2,000 in the limitation upon ti, 

amount which may be used for administrative expenses) ;”’ 
+ *x * * 



























* * 





GENERAL STATEMENT 






Public Law 94, 84th Congress, approved June 28, 1955, authorized payment qj 
increased salary rates retroactive to March 13, 1955. Increased costs during 
1955 which could not be absorbed were provided for by appropriations in Pub): 
Law 112, 84th Congress. 

As GSA appropriations for 1956 did not contemplate these increased py 
costs, Budget Bureau approved quarterly apportionments for those appropria. 
tions in which they could not be absorbed, with anticipated deficiencies shown ; 
the fourth quarter. In program and financing schedules in the budget for 1937 
liquidation of these 1956 deficiencies was anticipated from “Proposed supple. 
mentals due to pay increase.’”’ Such supplementals are covered by House Docv- 
ment No. 341, except that for operating expenses, PBS which was included j 
House Document No. 330. 

For each appropriations item the gross increased pay cost for 1956 was deter. 
mined as 7% percent of amounts available for personal services at rates in effect 
prior to Public Law 94. Net increases in appropriations or limitations requested 
reflect deductions for delay in filling positions—offset in part by increased cost of 
per diem travel expense for which no additional funds are requested. 

Total gross increased pay cost in GSA is estimated at $7,570,150 of whic! 
$1,995,150, or 26.4 percent, will be absorbed. The remaining $5,575,000 consist; 
of $3,885,000 for operating expenses, PBS, in House Document No. 330 and 
$1,690,000 for items in House Document No. 341. Detail for latter item is give: 
in following table. 









Summary of supplemental estimates. for salary increases under Public Law 3), 
84th Cong. 


| 
| Gross Pay 

















| | r , | Current (Supplements 
| Net absorp- Net Pay | ; 
- Sen | «3Sppropri- | appropri- 
| Act increase tion | Act increase Am po 
pa te Die te | pe st oe os Sse 
Emergency operating expenses-- $292, 700 | $27, 700 | $265, 000 $11, 600, 000 $11, 865, 0 
Operating expenses, FSS___.__-- 207, 700 | 17, 700 | 190, 000 3, 205, 000 | 3, 395, 00 
Expenses, GSF.___- dies 634, 900 | 9, 900 | 625,000 | 13,000,000 | 13, 625.00 
Operating expenses, NARS------ 338, 800 | 13, 800 | 325, 000 5, 672, 500 5, 997, 50 
Administrative operations__-_-_- 285, 100 | 100 285, 000 4, 125, 000 4, 410, 00 
Abaca fiber program administra- 
tive expense limitation. -_----- 10, 600 8, 600 | 1 [2, 000) | (117, 500} | (119, 500 
i i 


1 Increase in limitation only; increased cost will be absorbed. 





RESTORATION REQUESTS 













Senator Macnuson. Now, what you are suggesting to the Senate 
committee is the additional amount of $4 million-plus for Public 
Buildings Service operating expenses to be continued in the bill? 

Mr. Meptey. Yes, sir. 

Senator Macnuson. And the additional amount of $4,600,000 for 
refunds under the Renegotiation Act was reduced by the House and 
I presume you are asking for the restoration of the $600,000? 

Mr. Meptey. No, Mr. Chairman, we are not. We can get along 
with that for a while. 

Senator Maanuson. You can get along with the $4 million? 

Mr. Meptey. For a while; yes, sir. 
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RESTORATION OF ITEM FOR ACQUIRING RAND-M NALLY BUILDING 


senator MaGnuson. You aFe requesting a transfer provision to 
acquire the Rand-McNally Building in Chicago. That was deferred 
hy the House. What are you asking on that? 

‘Mr. Meptey. Mr. Chairman, the Administrator, Mr. Floete, who 
will be here in a few minutes, has authorized me to state that we 
would like full restoration of that amount. 

Senator Magnuson. What do you mean by a transfer provision? 
| do not understand that. 

Mr. Mepitey. The estimate as submitted by the President, Mr. 
Chairman, provided that the $3 million proposed for this item would 
be made available by transfer from another appropriation, namely, 
“Sites and planning.” 

Senator SALTONSTALL. Has Mr. Floete investigated this subject? 

Mr. Mrepuny. Yes, sir, he has. He has had a man look into it, 
make an independent check of it, and it is my understanding that 
Mr. Floete is now satisfied that this item is justified under the circum- 
stances and he would like to have the Senate committee restore the 
item in full. 

Senator MaGnuson. As I understand it, when he appeared before 
he House he had not made this investigation? 

\lr. Mepuiry. That is correct, sir. 

senator MaGnuson. They suggested that he do so. 

Mr. Mepvry. That is also correct. 

Senator MaGnuson. Now he has done so. 

Mr. Mrpuery. Yes, sir. 

senator Macnuson. And he comes up with the recommendation 
hat we allow the transfer provision? 

\ir. Mepuey. Yes, sir. 

Senator Magnuson. How much money do we have in that building 
LOW. 

Mr. Mzptey. We have made improvements in that building total- 
ing about $2,300,000. 

Senator Magnuson. What is the building worth, approximately? 

Mir. Mepuey. Our General counsel, Mr. Elliott, is here and can 
speak in greater detail to this question. 

Senator Magnuson. We want to know the ratio between the 
umount we have in it and what it is worth. 

Mr. Mepiey. The building is being condemned at its value less 
the value of the improvements made thereto by the Government. 
\lr. May, who is Chief of our Appraisal Staff, and well known in that 
profession, has appraised the value of the building as of that date at 
52,500,000. 

Senator MaGnuson. So we are already in about as much as the 
building is worth? 

Mr. Mrpuey. No, sir; that is before the improvements were made. 
lf we are successful in obtaining the building through condemnation, 
at the estimate of $3 million, we would then have a total investment 
of about $5,300,000 in the building. On the basis of an annual rental 
of $375,000 a year, this would amortize itself between 14 and 15 years. 
The estimated life of the building in its present state is about 25 years. 


Senator Maanuson. Is not the normal rule of thumb a 10-year life 
on real estate? 
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Mr. Mep.ey. No, sir. 

Senator Magnuson. As compared to return? 

Mr. Mepuey. Well, I believe you are thinking of a rental; yes, sir 
the normal rule of thumb is 10 percent of the investment. 

Senator Magnuson. Your rental is $375,000? 

Mr. Meptey. Maybe it would be well to go into a little of the back. 
ground of this item, Senator. I think Mr. Elliott can speak to it as 
well as anybody. 

Senator Magnuson. Let us establish this: I only ask this for infor. 
mation. It is probably in the hearings. For what are you using the 
building? 


PRESENT USE OF THE BUILDING 


Mr. Mepiey. The building is being used to house Federal employees 
in Chicago, specifically: the Treasury Department as well as em- 
ployees of the Department of Agriculture, the Corps of Engineers, and 
certain other agencies. 

Senator Magnuson. In effect, it is a Federal office building, is it? 

Mr. Mepuey. Yes, sir. We think that the proposed appropriation 
for this purpose is the proper course of action under the circumstances, 

Senator Magnuson. I suppose that, as usual, in a town like Chi- 
cago, Federal office space is pretty tight? 

Mr. Meptey. Yes, sir. It is tight at prices which we think are 
reasonable. 

Senator MaGnuson. You think that by taking it over you do, in 
the long run, save more money than paying this rent or going some 
place else and paying a private individual? 

Mr. Meptey. Yes, sir; particularly in view of the fact that we have 
already a sizable amount invested in improvements which were made 
specifically for the purposes for which is presently being used. 

Senator Magnuson. What do you mean by a transfer provision? 
I do not quite understand that terminology. 

Mr. Meptey. Well, the money would be made available by trans- 
ferring it from an existing appropriation which is, “Sites and _plan- 
ning,’’ which is the funds that are available for the acquisition of sites 
and the preparation of plans for lease-purchase projects. 

Senator Magnuson. So that you would not be increasing those 
funds? You would merely take out of those funds, transfer out of 
them the necessary funds to do this job? 

Mr. Meptey. Yes, sir. 

Senator MaGcnuson. Are there any questions, Senator Dirksen? 


INDEPENDENT APPRAISALS 


Senator Dirksen. I notice that there was no independent appraisal 
on that Rand McNally Building that came to the attention of GSA; 
is that correct? Or did it come to their attention? 

Mr. FLorre. There was not originally, sir. As you know, I have 
just come into GSA, and so, when ‘Ty appeared before the House com- 
mittee last week, I said that I did not know the facts , that I would 
like to investigate them, and the item was deleted. 

Since that time I sent a man out there whom I have known for a 
long time, and who has had extensive experience in business matters 
and real estate, and is a lawyer by profession. He went over the 
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building thoroughly—I was concerned as to. whether we had to spend 
a good deal more money to make it a livable proposition or not, and 
he assured me on the telephone yesterday that the expenditures that 
have been made of about $2, 300,000, have put the building in excellent 
condition. Its location is reasonably good; it is south of the La Salle 
Sireet Station in Chicago, and in a good area. 

He also went to an appraiser in Chicago, Walter Kuelnle; I don’t 
know Whether you know him or not. I know him personally, and I 
know he is a high-grade man. I think that Kuehnle will pretty much 
confirm the appraisal made by Mr. May, who is with GSA, and is an 
appraiser, and apparently a man of a good deal of real ability. 

| feel that the property is reasonably worth what we would have 
in it, and that it is in good condition and that we can have a life of 
25 vears at least, pretty much as it is. 

Senator DirKsEN. What happens to the other three tenants? I 
notice that you have 488,000 out of 600,000 square feet. 

Mr. Meptey. The 600,000 is gross and the 488,000 is net. 


CONDEMNATION PROCEEDINGS 


Senator Dirksen. Are there condemnation proceedings pending 
with respect to the other tenants? 

Mr. Exutiorr. Yes, sir; there are. If you will recall, there were 
some original judgments there in favor of the tenants, which the 
Department of Justice thought were excessive. They took an appeal. 
The appellate court reversed the trial court and remanded it for 
further proceedings. I believe they have already had those trials, 


but | don’t believe the decisions have been announced. 

Senator DirKsEN. So, with respect to the three remaining tenants, 
you cannot negotiate for a satisfactory amount? 

Mr. Exuiorr. They are not in the building now, as you know. 
This is merely settling up. Whether we proceed to acquire the 
building with an appropriation or whether we do not will not affect 
in any way that lawsuit with the three tenants, because that was 
damages relating to the original taking of the building by the Gov- 
ernment. 


BRUNSWICK-BALKE-COLLENDAR BUILDING 


Senator DirKSEN. Quite aside from that, I sent you a note, Mr. 
Floete, today, about the Brunswick- Balke-Collender Building out 
there. I do not know what that is, but we have been inundated with 
correspondence on it. Evidently there is a move to leave there and 
go over to another building, and it comes at an awkward time, so far 
as the owner of the building i is concerned, because it comes at a time 
when normally they do not negotiate rentals out there. Those, ap- 
parently, come on the Ist of May normally, and about the Ist of 
November. 

Now, if the rental period goes by, I presume the company would 
stand to lose a rather substantial sum. They have intimated to me— 
and I have sent you a copy of a very strong letter—to the effect that 
they will lose very appreciably, and actually did have some potential 
tenants who could have taken the building; but I gather from the 
correspondence that the Department. of Agriculture is pressuring you 
to provide space in still another building, called Butler Bros. 
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[ abstain from any comment on the equities or merits, because they 
are all constituents of mine, but I do have to run down and try to 
develop what the facts are in every case, so that, when that reaches 


you, I trust that maybe you can give that a little attention. 
Mr. Frorre. Yes, sir; I will. 


IMPROVEMENT OF RAND-MCNALLY BUILDING 


Senator MaGnuson. Why did we happen to put $2 million in 
a building when we did not own it—or over $2 million? 

Mr. Mep ey. It was a judgment made operationswise at the tin, 
of expansion of Government operations due to the Korean situation 
We had taken a 5-year lease and had an option for another 5 years 
We expected to amortize those improvements on a 10-year period 


Senator MaGnuson. We got in so deep that we decided that 


We 
had better stay? 


APPRAISAL OF BUILDING IN 1951 


Mr. Exuiorr. It was more than that. The rental was originally 
set up at $500,000 a year. That was based on an appraisal of thy 
building at $4,200,000, that was made by an employee of the region: 
office of GSA at the time. This was.in the summer of 1951. sir. 

Subsequently it developed that that employee had falsified 
form 57 his experience and training in the field of appraisal. When 
confronted with the falsifications, he res igned. 

The General Accounting Office questioned the lease about 
ago. As a result of the General Accounting Office questions 
May went out to Chicago and spent approxim: ately 2 weeks reap] 
ing the building, and came up with a fair value of $2,500,000 inc! 
$720,000 for the underlaying land owned, as I und: 
school district of Chicago. 

On that basis, the General Accounting Office said that the $500, 
rent was in excess of that allowable under the 15-percent. limitat 


\1 
Vi 
) 


i}S- 


stand, 


imMicat 
in the Economy Act and directed us not to pay any more rent abov 
the $375,000 per year which, in effect, puts the lease, to all practic: 
purposes, at an end. 

In the meanwhile, of course, the Government had put this $2 
000 in improvements into the building. 

Senator Maanuson. Mayhe inadvertently he was not so far oi 
That is what it is going to cost us when we are through, is it not? 
In other words, over $5 “million? 

Mr. Exuiorr. We have put $2.3 million into it. 

Mr. Meptey. His appraisal was before we took over the building. 


COST TO REPRODUCE THE BUILDING 


Senator Macnuson. You have 488,000 square feet. That would 
be about $10 a square foot. 

Mr. May. I don’t think you could duplicate the building for that, 
Mr. Chairman. 

Senator Macnuson. [ do not know the area. 

Mr. May. The Senator from Illinois knows it and I think he would 
agree that you could not duplicate the building for that figure. 

Senator Dirksen. I know the area. Having been in the building 
I presume it was well built inits day. It would look strange to dump 
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? million into a $2,500,000 building to make it livable. There was 
, good deal of rumor and discussion about it, as you know. 

Mr. Exuiorr. I know that. 

\ir. May. We were confronted with the problem of converting the 
ioft building into a near modern office structure. 

Senator MaGnuson. Could you duplicate a similar building for 
approximately $5 million now? 

\ir. May. That would be on the basis of a little more than $10 a 
sjuare foot. My answer is “ No.” 


‘Senator MaGnuson. I would think your building costs would be 
vreater than that in a given office area. 


BUILDING COSTS IN LOOP AREA 


Mr. May. May I say I don’t think you could build a new modern 
office building in the Loop in Chicago for anything less than $20 a 
square foot. 

Senator DirksEN. Have you supplied the House committee with 
the data that they may have required since they disallowed this item? 
They did disallow it? 

Mr. Evuiorr. That is correct. 

Senator Maanuson. They disallowed it, as I understand it, because 
he Director testified that he had not yet had time to look into the 
matter. They did not disallow it. They merely said, ‘Go and look 
nto it.’ That is what the House said, in effect. 

Mr. Ftorre. That is right. 

Senator Dirksen. The problem arises when the bill goes to con- 
ference because the House may assert its position and say we do not 
know anything about it. So my question is: Is the House being 
supplied with information prior to the time that this deficiency bill 
zoes to conference? 

Mr. Fonts. I suppose I should furnish them with some sort of 
statement since they put it on that basis. 

Senator DworsHak. In what year were the improvements made to 
the building? 

Mr. Exuiorr. 1952, sir. 

Senator Magnuson. If this provision is put in the bill and is made 
part of the appropriation act, then you will take title in fee? 

Mr. Mepuiey. That is right. 

Senator MaGnuson. In time. 

Mr. Exuiorr. Yes, sir. 

Senator Magnuson. Then it will become purely Federal property 
and a Federal building? 


URGENCY OF PROVIDING FUNDS AT THIS TIME 


Mr. Exuiorr. That is correct. The only practical way we can re- 
solve this question at the present time is to do what has been initiated, 
and that is initiate a condemnation suit so that the court will make the 
final decision. 

Frankly, we need this appropriation to sustain the validity of our 
condemnation proceeding. 
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The CuarrmMan. They would throw you out of court in a moment 
if you could not show that you had the money available to make tho 
payments. 

Mr. Exxiorr. That is absolutely true. 

Senator MaGcnuson. Are there any further questions? 


AGENCIES OCCUPYING THE BUILDING 


Senator Dirksen. In addition to Public Debt Service, what othe; 
agencies are in the building? 

Mr. Srrawser. The Department of Agriculture, Agricultural May. 
keting Service has 10,500 square feet. The Great Lakes Division of 
the Army has 17,700 square feet. The Army Audit Agency, 9,709 
square feet. The Air Force, 14,700 square feet. That is in addition 
to 413,000 square feet occupied by Public Debt and the Savings Bond 
Division of the Treasury Department. 

Senator Dirksen. Would it be possible to relinquish any rented 
space we have out there and bring them into this building? 

Mr. Srrawser. We have plans by which we are proposing to vacate 
approximately 24,000 feet through the microfilming of some of the 
bond stubs. When that is completed, and it will take approximately 
a year, we will gain 24,000 feet into which we could use some agency 
from rented or other space. 

Senator Dirksen. We are rather highly diffused out there now. 

Mr. Exuiorr. Yes. 

Senator Dirksen. The Fifth Army, Bond, Veterans’ Administra- 
tion, and a good many others. 

Mr. Meptey. Actually in this building we have pretty good space 
utilization, exclusive of that used for the bond files. That which is 
used for office space is 82 square feet per person, which is good. 

Senator Dirksen. That is all on that item. 

Senator Maagnuson. Are there any further questions? 


INCREASE IN TRAVEL LIMITATIONS 


If not, on the item which increased the travel expense limitations, 
I presume you are asking that what the House allowed stay in the 
bill? 

Mr. Mep.ey. Yes, sir. 

Senator MaGcnuson. Very well. Thank you very much. 

Mr. Meptey. Thank you, sir. 


HovusinGc AND Home FINANCE AGENCY 


STATEMENT OF FRANK J. MEISTRELL, DEPUTY ADMINISTRATOR, 
ACCOMPANIED BY JOHN M. FRANTZ, AGENCY BUDGET 


OFFICER 
HOUSE ACTION 


Senator MaGnuson. The agency requested an additional amount of 
$403,500 for the Administrator, which was reduced to $398,500 by the 
House; requested an additional amount of $1,525,000 for the Public 
Housing Administration, which was reduced to $1,436,500 by the 
House; requested the rescission of the balance of $9 million in the 
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housing investment insurance fund appropriated in 1949, which was 
approved by the House; requested increases in limitations for adminis- 
trative expenses of several programs, which were approved by the 
House except for a reduction of $18,700 for housing loans to educa- 
tional institutions and a reduction of $27,500 for Federal Housing 
Administration; requested several increases in limitations for travel 
expenses, Which were approved except for small decreases in 3 
items; and requested increases in limitations for nonadministrative 
expenses, Which were approved by the House. 


PREPARED STATEMENT AND JUSTIFICATIONS 


We will insert Mr. Meistrell’s statement, and the supplemental 
estimates, justifications, and statements in the House report will also 
be placed in the record. 

(The documents referred to follow:) 


SrATEMENT OF FRANK J. MEISTRELL, Deputy ADMINISTRATOR, HOUSING AND 
Home FINANCE AGENCY, ON THE SECOND SUPPLEMENTAL APPROPRIATION ACT, 
1956 


Mr. Chairman and Senators, the Second Supplemental Appropriation Act, 1956 
H. R. 10004, contains several supplemental appropriations and authorizations to 
support the programs and activities of the Housing and Home Finance Agency 
for the balance of the current fiscal year. 

First, these supplemental estimates would provide funds for two kinds of in- 
creased costs resulting from legislation adopted by the Congress after the budget 
estimates for 1956 were submitted and acted upon. These were the government- 
wide increase in basic rates of pay that resulted from the passage of Public Law 94 
and the increase in per-diem rates provided for in Public Law 189. The amounts 
requested for these purposes by the President in House Document 330 were 
approved by the House. 

The bill also includes four items of supplemental appropriations or authoriza- 
tions for administrative expenses in connection with programs which were ex- 
panded and liberalized by the Congress in the enactment of the Housing Amend- 
ments of 1955 on August 11, 1955. These are the public works advance plan- 
ning program and college housing loan program administered by the Community 
Facilities Administration; the extension and liberalization of certain mortgage 
insurance programs, with particular reference to military housing and cooperative 
housing, administered by the Federal Housing Administration; and the additional 
program of low-rent public housing—to the extent of 45,000 units—administered 
by the Public Housing Administration. 

I am sure that the committee will remember that during the last session of 
Congress, when the Housing Amendments of 1955 was in the final stages of con- 
gressional enactment, the President sent up certain estimates of supplemental 
appropriations to carry out the provisions of the bill. Although certain funds 
were recommended by the Senate Appropriations Committee and approved by 
the Senate, the Conference Committee on the Supplemental Appropriation Act, 
1956, decided to defer action until the present session of the Congress. The 
conferees instructed the Agency and the Bureau of the Budget in the conference 
report on the bill, to use ‘‘accelerated”’ or deficiency apportionments to undertake 
activities under the new legislation. We have carefully adhered to the instruc- 
tions of the conference committee that such deficiency spending should be held 
to minimum amounts, and it is those amounts that are now up for the consideration 
of this committee. 

The action of the House committee on those estimates which relate to new and 
expanded programs under the Housing Amendments of 1955 was to reduce each 
estimate by 10 percent. I will be frank to say to you that the full amounts 
requested could be used by the agency to good purpose in furtherance of the 
program objectives set out in the legislation. We are disinclined, however, to 
request that the Senate amend the action of the House, because we feel that—in 
view of the passage of time since the submission of the supplemental estimates—we 
will be able to absorb these reductions through delays in recruitment. 


74919—56——_12 
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The committee may be interested in another item contained in the bill. This 
is the rescission of the $9 million unexpended balance of the housing investment 
insurance fund. This amount represents the unexpended balance of funds pre- 
viously appropriated under the terms of the National Housing Act. In view of 
the subsequent amendment of the act by the Housing Amendments of 1953, 
which authorized transfers of funds between the several insurance funds of the 
Federal Housing Administration, the need for keeping this appropriation ayail- 
able has passed. The $1 million investment originally made by the Treasury in 
this fund has been repaid in full with interest. 

A narrative justification for each of the supplemental estimates has been sub- 
mitted to the committee. Accompanying the justification is a summary table 
identifying the several supplemental estimates by program and purpose and 
relating them to the amounts previously provided in the Independent Offices 
Appropriation Act, 1956. 

We shall be pleased to answer any questions that the members of the com- 
mittee may wish to ask. 


SUPPLEMENTAL ESTIMATES 
(H. Doe. 330) 
HOUSING AND HOME FINANCE AGENCY 
OFFICE OF THE ADMINISTRATOR 
SALARIES AND EXPENSES 


“For an additional amount for ‘Salaries and expenses,’ $403,500; and the limita- 
tion under this head in the Independent Offices Appropriation Act, 1956, on the amount 
available for expenses of travel, is increased from ‘$262,700 to *$398,500°: Pro 
vided, That the limitation under this head on the amount available for certain nonad- 
ministrative expenses, 1s increased from ‘$700,000’ to ‘$743,000’.”’ 

This proposed supplemental appropriation provides $50,000 for additional staff 
to handle the increased workload under the expanded program of reserve of planned | 

»ublic works authorized by the Housing Amendments of 1955 (Public Law 345), 
$35,000 for the additional cost of employee travel allowances as authorized by the 
act of July 28, 1955 (Public Law 189), and $318,500 for the cost of pay increases 
granted by the act of June 28, 1955 (Public Law 94). 

The $42,800 increase in the limitation on expenses of travel is necessary to 
provide for the additional travel requirements resulting from the expanded pro- 
gram of reserve of planned public works and the additional cost of employee 
travel allowances; and the $43,000 increase in limitation on nonadministrative 
expenses is necessitated by the employee pay increase. 


OFFICE OF THE ADMINISTRATOR, HOUSING LOANS TO EDUCATIONAL INSTITUTIONS 


‘The amount made available under this head in title II of the Independent Offices 

Appropriation Act, 1956, for administrative expenses, is increased from ‘$500,000’ 
» ‘$725,000,’ and the limitation thereunder on the amount available for expenses of 
travel, is increased from ‘$19,000’ to ‘$31,000’.” 

Of the increase in limitation for administrative expenses, $187,000 is necessary 
to provide for additional staff to process the increased volume of college housing 
loan applications received as a result of the expanded program authorized by the 
Housing Amendments of 1955 (Public Law 345), and the remaining $38,000 is 
necessary to provide for the cost of pay increases granted by the act of June 238, 
1955 (Public Law 94). 

The $12,000 increase in the limitation on expenses of travel is necessary to 
provide for the additional travel requirements resulting from the expanded 
program and the additional cost of employee travel allowances as authorized by 
the act of July 28, 1955 (Public Law 189). 

On August 25, 1955, this account was apportioned on a basis which indicated 
a necessity for a ’ supplemental estimate, pursuant to section 3679 of the Revised 
Statutes, as amended. This action was reported to the Congress by the Director 
of the Bureau of the Budget on that date. 


OFFICE OF THE ADMINISTRATOR, REVOLVING FUND (LIQUIDATING PROGRAMS) 


“The amount made available under this head in title II of the Independent Offices 
Appropriation Act, 1956, for administrative expenses, is increased from ‘$2,600,000’ 
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io ‘$2,788,000,’ and the limitation thereunder on the amount available for expenses 
of travel, is increased from ‘$183,200’ to ‘$213,200’.”’ 

" Of the increase in the limitation on administrative expenses, $158,000 is to 
provide for the cost of pay increases granted by the act of June 28, 1955 (Public 
aw 94). 

The remainder of $30,000 of the increase in limitation, as well as the limitation 
on expenses of travel, is required for the additional cost of emrloyee travel allow- 
ances as authorized by the act of July 28, 1955 (Public Law 189). 


FEDERAL NATIONAL MortGAGE ASSOCIATION 


“The limitation under this head in title II of the Independent Offices Appropriation 
Act, 1956, on the amount available for expenses of travel, is increased from ‘$90,000’ 
to ‘$130,000’.”’ 

The $40,000 increase in the limitation on expenses of travel is necessitated by 
an overall increase in the Association’s operations, especially the increased pur- 
chasing activity of the secondary market operations and the additional cost of 
employee travel allowances as authorized by the act of July 28, 1955 (Public 
Law 189). 

FEDERAL HousinG ADMINISTRATION 


“The amount made available wnder this head in title II of the Independent Offices 
Appropriation Act, 1956, for administrative expenses, is increased from ‘$5,900,000’ 
‘o ‘$6,720,000,’ and the limitation thereunder on the amount available for expenses 
f travel, is increased from ‘$300,000’ to ‘$370,000’: Provided, That the limitation 
under said head on the amount available for certain nonadministrative expenses of 
said Administration, is increased from ‘$33,000,000’ to ‘$35,050,000’.”’ 

The $820,000 increase in the limitation on administrative expenses is required 
for the following purposes: (i) to provide additional staff for the new and ex- 
panded programs authorized by the Housing Amendments of 1955 (Public Law 
345) ($145,000); (2) to provide for the continuation of the present staff anc for 
additional personnel to be engaged in administrative and legal activity to recover 
excess mortgage proceeds improperly disbursed by certain mortgagor corporations 
inder the section 608 multifamily housing program ($130,000); (3) to provide 
for the inereased cost of the audit performed for the Federal Housing Administra- 
tion by the General Accounting Office in accordance with the provisions of the 
Government Corporation Control Act ($145,000) ; (4) to provide for the additional 
cost of employee travel allowances authorized by the act of July 28, 1955 (Public 
Law 189) ($45,000); and (5) to provide for the cost of pay increases pursuant to 
the act of June 28, 1955 (Public Law 94) ($355,000). 

The $70,000 increase in the limitation on expenses of travel is necessary to 
provide for the increased travel costs resulting from the new and expanded 
programs together with the additional cost of employee travel allowances. 

The increase in the limitation on nonadministrative expenses of $2,050,000 is 
necessary to provide for the cost of pay increases pursuant to the act of June 28, 
1955 (Public Law 94). 

On August 25, 1955, this account was apportioned on a basis which indicated 
a necessity for a supplemental estimate, pursuant to section 3679 of the Revised 
Statutes, as amended. This action was reported to the Congress by the Director 
of the Bureau of the Budget on that date. 


HOUSING INVESTMENT INSURANCE FUND 


‘The unexpended balance of funds appropriated to the Treasury Department under 
the head ‘Office of the Secretary, Housing Investment Insurance Fund,’ in the Supple- 
mental Appropriation Act, 1949, is rescinded and shall be covered into the Treasury 
upon approval of this Act.” 

The amount of $9 million, representing the unexpended balance of funds appro- 
priated to the Secretary of the Treasury to provide initial capital for the Federal 
Housing Administration’s housing investment insurance fund is no longer needed. 
This fund provides for insurance of an annual return on investments in rental 
housing. Section 219 of the National Housing Act, as amended, now authorizes 
the transfer of funds between the several insurance funds established for the differ- 
ent programs of mortgage insurance, thereby eliminating the need for retaining 
available these appropriated funds. 
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Pusiic Hovusina ADMINISTRATION 





ADMINISTRATIVE EXPENSES 


“For an additional amount for ‘Administrative expenses,’ $1,525,000.” 
An additional appropriation of $885,000 is needed to enable the Publie Housing 
Administration to undertake a development program leading to new contracts 
for loans and annual contributions for an additional 45,000 units of low-rent hous. 
ing as authorized by the Housing Amendments of 1955 (Public Law 345). 

The cost of the audit which is performed for the Public Housing Administratioy 
by the General Accounting Office in accordance with the provisions of the Govern. 
ment Corporation Control Act will require an additional $60,000. The reviseq 
estimate of cost was supplied to the Public Housing Administration after the 1955 
budget was sent to the Congress. 

The additional cost of employee travel allowances authorized by the act of 
July 28, 1955 (Public Law 189), will require $80,000. 

The remaining $500,000 is to provide for the cost of pay increases granted by 
the act of June 28, 1955 (Public Law 94). : 

On August 25, 1955, this account was apportioned on a basis which indicated 
necessity for a supplemental estimate, pursuant to section 3679 of the Revised 
Statutes, as amended. This action was reported to the Congress by the Director 
of the Bureau of the Budget on that date. 

“The amount made available under this head in title IIT of the Independent Offices 
Appropriation Act, 1956, for administrative expenses, is increased from ‘$8,200,000’ 
to ‘$9,725,000,’ and shall be available for uniforms, or allowances therefor, as author- 
ized by the Act of September 1, 1954, as amended (5 U.S. C. 2131); and the limitation 
thereunder on the amount available for expenses of travel, is increased from ‘$530,000’ 
to ‘$690,000’.”’ 

The increase in the limitation on administrative expenses of $1,525,000 is 4 
language change necessary to permit the use of the additional funds requested for 
appropriation above. 

The $160,000 increase in the limitation on expenses of travel is necessary to 
provide for the additional travel requirements resulting from the expanded low- 
rent housing program as authorized by the Housing Amendments of 1955, and 


the additional cost of employee travel allowances as authorized by the act of 
July 28, 1955 (Public Law 189). 


Hovse ReEport 


HOUSING AND HOME 





FINANCE AGENCY 


Office of the Administrator, Salaries and expenses.—The bill includes an appro- 
priation for $398,500, a reduction of $5,000 in the budget estimate. The bill also 
provides increases in limitations for travel and nonadministrative expenses to 
compensate for added costs due to recent legislation for pay increases and travel. 
The appropriation includes $45,000 for additional staff expenses for the expanded 
publie works advance planning program under the Housing Amendments of 1955 
in addition to the cost of such pay increase and travel costs. 

Office of the Administrator, Housing loans to educational institutions.—The 
Committee recommends that administrative expenses for this program be increased 
by $206,300, which is a reduction of $18,700 in the budget estimate. The limi- 
tation on expenses of travel is also increased by $11,400. Of the increase provided, 
$168,300 is for the increased volume of college housing loan applications arising 
from the Housing Amendments of 1955, and the remaining $38,000 is necessary 
to provide for the cost of pay increases granted by the act of June 28, 1955 (Public 
Law 94). 

Office of the Administrator, revolving fund (liquidating programs).—The bill 
contains the budget estimate increasing the limitation for administrative expenses 
for this item by $188,000, and the limitation on expenses of travel by $30,000. 
Both items of increase are based on increased pay costs and travel expenses arisilig 
from recent legislation. 

Federal National Mortgage Association.—The bill includes the budget estimate 
increasing the limitation under this head by $40,000 for expenses of travel, which 
is the added cost resulting from recent legislation. 

Federal Housing Administration.—The bill provides for an increase of $792,500 
in the limitation on administrative expenses for this agency in the current year, 
and an increase of $67,500 in the travel expense limitation. 
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The increase for administrative expenses is composed of $247,500 for addi- 
tional staff for the expanded programs resulting from the Housing Amendments 
of 1955 and for investigations under the section 608 multifamily housing pro- 
gram seeking to recover excess mortgage proceeds, $400,000 for financing the 
added costs of recent pay and travel legislation, and $145,000 for the cost of the 
General Accounting Office audit of the Federal Housing Administration. 

Housing investment insurance fund.—The bill contains the budget language 
returning $9,000,000 to the Treasury, which represents the unexpended balance 
of funds appropriated to the Secretary of the Trasury for initial capital for the 
Federal Housing Administration’s housing investment insurance fund. It is no 
longer needed. 

Public Housing Administration, Administrative expenses.—The bill contains an 
appropriation for $1,436,500 for this item, which is a reduction of $88,500 in the 
budget estimate. The amount provided includes $500,000 for pay increases, 
$80,000 for increased travel costs arising from recent legislation, $60,000 for 
the cost of the audit of the Public Housing Administration performed by the 
General Accounting Office, and $796,500 for the increased program authorized 
by the Housing Amendments of 1955. The bill also increases the limitation on 
travel by $152,000 to provide for the added travel costs due to higher allowances 
and the increased workload. 
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Hovsinc AND Home Finance AGENCY—-JUSTIFICATION FOR SUPPLEMENTAL 
STIMATES, FiscaL YEAR 1956 


SUMMARY 


This justification includes eight items of proposed changes in appropriations, 
authorizations, and limitations available for the programs of the Housing and 
Home Finance Agency. The amounts requested are set forth in the summary 
table on the preceding page and justified in detail in the several sections following 
this introduction. 


Requests for additional funds 


This justification includes estimates for three general types of needs for supple- 
mental funds which have arisen since passage of the Independent Offices Appro- 
priation Act, 1956: 

1. New and expanded programs.—Enactment of the housing amendments of 
1955 (Public Law 345, 84th Cong., approved August 11, 1955), added new pro- 
grams to the Housing and Home Finance Agency’s responsibilities and expanded 
several existing programs. At the time 8S. 2126, which subsequently became the 
housing amendments of 1955, was under consideration by the Congress, th 
President submitted estimates of supplemental requirements for the programs in 
accord with his program to the Senate Committee on Appropriations, such 
supplemental amounts to become available contingent upon enactment of 8. 2126. 

After consideration by the Senate Committee on Appropriations, supplemental 
unounts for the new and expanded programs of 8. 2126 were included in H. R. 
7278, the supplemental appropriation bill for 1956, as reported by the Senate 
committee and adopted by the Senate. However, when this bill was considered 
by the conference committee, all amounts for the new and expanded programs 
of the Housing and Home Finance Agency were stricken. The conference 
contained the following statement on this point: 

‘The managers on the part of the House and Senate do not believe the addi- 
tional appropriations and increased authorizations included in said amendments 
for the Housing and Home Finance Agency and its constituent agencies are 
necessary at this time. However, should housing amendments for certain new 
and expanded programs be enacted in the present session of the Congress, or 
should the need for additional funds become acute because of unanticipated 
increases in programs, the Director of the Bureau of the Budget mav accelerate 
apportionments of funds presently available by minimum amounts pending the 
submission of supplemental estimates to the next session of the Congress.”’ 

Pursuant to section 3679 of the Revised Statutes and this portion of the con- 
ference report, the Housing and Home Finance Agency requested and the Bureau 
of the Budget approved certain accelerated apportionments of funds for new and 
expanded programs and unanticipated increases in programs. These accelerated 
apportionments were held to the minimum necessary to meet the basic require- 
ments of these programs until the Congress could again consider the matter. 

The following table summarizes the amounts shown in the revised 1956 estimates 
of the 1957 budget and the amounts now requested for supplemental appropria- 
tions and authorizations for new and expanded programs: 


rep rt 


Amount for new and expanded programs included in supplemental estimates, fiscal 
year 1956 


Reflected in | Current sup- 
1957 budget plemental 
document request 


Office of the Administrator: 
Salaries and expenses (public works planning) : ‘ $60, 000 $50, OOO 
College housing loans : | 187, 000 187, 000 
Federal Housing Administration: Administrative expenses f 495, 000 420, 000 
Public Housing Administration: Administrative expenses 975, 000 945, UU 


Total, new and expanded programs..___. 1, 717, 000 1, 602, 000 


2. Increased cost of Pay Act.—The estimates contained in this justification also 


include the increased costs of personal services pursuant to the Federal Employees’ 
Salary Increase Act of 1955 (Public Law 94, 84th Cong., approved June 28, 1955). 
rhe table below shows the amounts requested for increased salary costs. All 
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these amounts are reflected in the 1957 budget document submitted to the 
Congress. 
Current 


supplemental 
Office of the Administrator: request 


Salaries and expenses $318, 500 

Nonadministrative expenses. __- 5 43, 000 

College housing loans winks x ae : 38, 000 

Revolving fund (liquidating programs) ‘ L ’ 158, 000 
Federal Housing Administration: 

Administrative expenses ; 7 355, 000) 

Nonadministrative expenses__ : 2, 050, 000 
Public Housing Administration: Administrative expenses 500. 000 


Total, Pay Act a ee eer oe 3, 462, 500 


3. Increased cost of employee-travel a!lowances.— The third general type of need 
for supplemental funds included in this justification consists of amounts required 
for the increases in per diem rates and mileage allowances authorized by the 1955 
Amendments to the Employees’ Travel Allowance Act of 1949 (Public Law 189, 
84th Cong., approved July 28, 1955). Available appropriations and authoriza- 
tions have been able to absorb part or all of the increased costs in a number of 
cases although applicable limitations need to be increased. The following table 
shows the supplemental requirements for funds included in the current estimates 
for increased travel costs: 

Supplemental 

Office of the Administrator: request 
Salaries and expenses $35, 000 
Revolving fund (liquidating programs) 30, 000 
Federal Housing Administration: Administrative expenses 15, 000 
Public Housing Administration: Administrative expenses 80, 000 


Total, employee-travel allowances 190, 000 
Increases in limitations on travel expenses 
In six instances, it will be necessary to increase the amounts available for ex- 
penses of travel pursuant to the Independent Offices Appropriation Act, 1956, 
because of two considerations: (a) increases necessary to permit the obligation 
and expenditure cf funds in connection with the increased cost of employee travel 
allowance authorized by Public Law 189: and (5) increases made necessary by the 
new and expanded programs. The following table summarizes increases in 
limitations: 


Summary of requested increases in limitations on amounts available for expenses of 
travel, fiscal year 1956 


19% act | Increase | Revised total 


a — 

Office of the Administrator 

Salaries and expenses | $263, 700 $42, 800 $306, 500 

College housing loans 19, 000 12, 000 | 31, OO 

Revolving fund (liquidating programs) 183, 200 30, 000 213, 200 
Federal Housing Administration 300, 000 70, 000 370, 001 
Public Housing Administration | 4530, 000 160, 000 690, 00K 
Federal National Mortgage Association 90, 000 40, 000 130, 00 


In several cases shown in the table, the amount of increase in limitation differs 
from the funds requested for increased costs of employee-travel allowances in 
other parts of this justification—when the requested increase in limitation exceeds 
the request for funds, all or part of the increased cost has been absorbed; where 
the requested increase in limitation is less than the request for funds, the travel 
requirements of new and expanded programs are reflected in the limitation 
incréase. 

Rescission of unex pended balance 


These estimates also propose the rescission of the unexpended balance of funds, 
amounting to $9 million, appropriated to the Secretary of the Treasury by the 
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Supplemental Appropriation Act, 1949, to provide the initial capitalization of 
the Federal Housing Administration’s housing investment insurance fund. This 
FHA fund, which provides for the insurance of an annual yield on equity invest- 
ments in rental housing under title VII of the National Housing Act, no longer 
requires the balance remaining available in the Treasury. Section 219 of the 
National Housing Act, as amended, now authorizes the transfer of funds between 
the several insurance funds of FHA, so that any additional capitalization needed 
can be provided. 


SUGGESTED APPROPRIATION LANGUAGE, OFFICE OF THE ADMINISTRATOR 
SALARIES AND EXPENSES 


“For an additional amount for ‘Salaries and expenses,’ $403,500; and the 
limitation under this head in the Independent Offices Appropriation Act, 1956, 
on the amount available for expenses of travel, is increased from ‘$263,700’ to 
‘$306,500’: Provided, That the limitation under this head on the amount available 


for certain nonadministrative expenses, is increased from ‘$700,000’ to ‘$743,000’.”’ 


HOUSING LOANS TO EDUCATIONAL INSTITUTIONS 


“The amount made available under this head in title II of the Independent Offices 
Appropriation Act, 1956, for administrative expenses, is increased from ‘$500,000’ 
to ‘$725,000,’ and the limitation thereunder on the amount available for expenses of 
travel, is increased from ‘$19,000’ to ‘$31,000’.”’ 


REVOLVING FUND (LIQUIDATING PROGRAMS) 


“The amount made available under this head in title IT of the Independent Offices 
Appropriation Act, 1956, for administrative expenses, is increased from ‘$2,600,000’ 
to ‘$2,788,000,’ and the limitation thereunder on the amount available for expenses of 
travel, is increased from ‘$183,200° to ‘$213,200'.”’ 


FEDERAL NATIONAL MORTGAGE ASSOCIATION 


“The limitation under this head in title II of the Independent Offices Appropriation 
Act, 1956, on the amount available for exipenses of travel, is increased from ‘$90,000’ 
to ‘$130,000’ ”’ 

ADMINISTRATIVE EXPENSES 


“The amount made available under this head in title II of the Independent Offices 
Appropriation Act, 1956, for administrative expenses, is increased from ‘$5,- 
900,000° to $6,720,000,’ and the limitation thereunder on the amount available 
for expenses of travel is increased from ‘$300,000’ to ‘$370,000’: Provided, That 
the limitation under said head on the amount available for certain nonadministrative 
expenses of said Administration, is increased from ‘$33,000,000’ to ‘$35,050,000’.”’ 


HOUSING INVESTMENT INSURANCE FUND 


“The unexpended balance of funds appropriated to the Treasury Depariment 
under the head ‘Office of the Secretary, Housing Investment Insurance Fund,’ in the 
Supplemental Appropriation Act, 1949, is rescinded and shall be covered into the 
Treasury upon approval of this Act.”’ 


PuBLic Houstnc ADMINISTRATION 
ADMINISTRATIVE EXPENSES 


“For an additional amount for ‘Administrative expenses,’ $1,525,000. 

“The amount made available under this head in title IT of the Independent Offices 
Appropriation Act, 1956, for administrative expenses, is increased from ‘$8,- 
200,000’ to ‘$9,725,000,’ and shall be available for uniforms, or allowances there- 
for, as authorized by the Act of September 1, 1954, as amended (5 U. S. C. 2131); 
and the limitation thereunder on the amount available for expenses of travel, is 
increased from ‘$530,000’ to ‘$690,000°.” 
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OFFICE OF THE ADMINISTRATOR 


SALARIES AND EXPENSES 
Language 

‘For an additional amount for ‘Salaries and expenses,’ $403,500: and the limita. 
tton under this head in the Independent Offices Appropriation Act, 1956, on the 
amount available for expenses of travel, is increased from ‘$263,700’ to ‘$306,500’: 
Provided, That the limitation under this head on the amount available for certain non- 
administrative expenses is increased from ‘$700,000’ to ‘$743,000’.”” 


Summary 
Available, Independent Offices Appropriation Act, 1956 
1) Increased costs of Federal Employees’ Salary Increase Act of 


1955 (Public Law 94) _ 
2) Increased costs of employees’ travel allowances (Public Law 


35, 000 
Addition: il staff expenses for the e xpé inded program: Reserve 
of planned public works___________- 50, 000 


Total additional appropriation___ - 403, 500 
Increase in travel limitation as a result of increased cost of travel 
allowances and expanded programs-_---- eee me scalded 
Increase in the limitation on certain nonadministrative « *xpenses 
to provide for Pay Act costs___- 


5, 403, 500 
Increased pay costs 

The amount of $318,500 is needed to meet the additional cost of personal services 
occasioned by enactment of the Federal Employees’ Salary Increase Act of 1955 
Increased travel allowance costs 


The additional amount of $35,000 is needed in the salaries and expenses appro- 


priation to meet a portion of the costs of increases in travel expense allowances 


authorized by Public Law 189. 
New and expanded program 


The appropriation of an additional $50,000 is requested to provide additional 
staff and expenses for the expanding program, “‘Reserve of planned public works.” 
With the increased amount included herein, the total amount available for this 
program will be $189,500 which will permit building up the technical and engi- 
neering staff in Agency regional offices to meet the anticipated workload during 
the balance of the current fiscal year. 

Current reports from the HHFA regional offices show that local interest in 
public works planning assistance provided by this program has increased markedly 
since enactment of the expanded program last August. Within a 5-month 
period, more than 1,000 inquiries from State and local public agencies were re- 
ceived. As of January 10, over half of the inquiring local agencies had been pro- 
vided with the necessary application forms and are presumed to be in the course 
of preparing formal applications for advances. As of the same date, 90 applica- 
tions had already been filed with regional offices. 

On the basis of the latest program analysis, it is believed that the workload 
estimate for the current fiscal year is understated. The budget program contem- 
plated the approval of 170 advances during fiscal 1956 while the potential—as 
indicated in the following table—has more than doubled. In order to process 
these additional applications, an adequate staff of technical personnel in the 
regional offices must be provided. 
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Public Works planning advances, cumulative through Jan. 10, 1956 


| | 
| Recommen- 
| dations for 
| Filed with approval 
Region | Inquiries | *oithed | regional | Teetonal 
office, offices by 
June 30, 1956 
(estimated) 








COLLEGE HOUSING LOANS 
Language 


“The amount made available under this head in title II of the Independent Offices 
Appropriation Act, 1956, for administrative expenses, is increased from ‘$500,000’ 
to ‘$725,000’ and the limitation thereunder on the amount available for expenses of 
travel, is increased from ‘$19,000’ to ‘$31,000.’”’ 


Summary 


Available, Independent Offices Appropriation Act, 1956 aS od ee $500, 000 
(1) Increased costs of Federal Employees’ Salary Increase 
Act of 1955 (Public Law 94) _- $38, 000 


2) Additional staff and expenses for the increase in program 


activity subsequent to amendments contained in the 
housing amendments of 1955_______.._.._._...-._-- 187, 000 
225, 000 
3) Increase in limitation on expenses of travel_- ease Uae RD 


Revised total___ -- ; : : wus 725, 000 
Increased costs of pay act 
The amount of $38,000 is needed to meet the additional costs of personal serv- 
ices occasioned by enactment of the Federal Employees’ Salary Increase Act of 
1955. 
Expanded program activity 


The College Housing Amendments of 1955 greatly broadened and liberalized 
the college housing program. The principal changes were to add $200 million to 
the loan authorization; to increase the loan term from 40 to 50 years; to lower the 
effective interest rate charged borrowers; and to make eligible certain educational 
facilities other than student and faculty housing. The combination of these 
liberal terms has produced a total of 224 applications amounting to some $256 
million during the first 6 months of the current year—compared with a total of 
some $316 million during the first 4 years of the program. Another 54 were re- 
ceived during the month of January 1956. 

The supplemental estimates would provide for an additional authorization of 
$187,000 to permit increases in technical, financial, legal and engineering staffs in 
agency regional offices to process the large volume of applications now on hand and 
to move toward reducing the backlogs which have arisen. It is essential that such 
staff be recruited and trained during the current year in order to prevent a possible 
serious breakdown in operations under the further increases and backlogs which 
evidently will be faced in the fiscal year 1957. 


Limitation on travel expenses 


The current supplemental request includes an additional $12,000 for necessary 
travel expenses in connection with the expanded program. In order to make such 
funds available for obligation and expenditure, it is necessary to increase the limi- 
tation on expenses of travel from $19,000 to $31,000. 
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REVOLVING FUND (LIQUIDATING PROGRAMS) 
Language 


“The amount made available under this head in title IT of the Independent Offices 
Appropriation Act, 1956, for administrative expenses, is increased from ‘$2,600.00 
to ‘$2,788,000’ and the limitation thereunder on the amount available for expenses o 
travel, is increased from ‘$183,200’ to ‘$213,200.’ ”’ 


Summary 


Available, Independent Offices Appropriation Act, 1956_-_________ $2, 600, V0 
(1) Increased cost of Federal Employees’ Salary Increase 

Act of 1955 (Public Law 94)________ _. $158, 000 
(2) Increased costs of employees’ travel allowances ; (Pub- 

lic Law 189) : : eer 30, 000 


-_————— 188, 000 
(3) Increase in limitation on travel expenses : anal 30, 000 


Revised total_ _ _- ae Dey ; wee “4 2, 788, 000 


Increased cost of pay act 

The amount of $158,000 is needed to meet the additional costs of personal sery- 
ices occassioned by enactment of the Federal Employees’ Salary Increase Act of 
1955. Of this total amount, $140,000 will be allocated to the Public Housing 
Administration for increased pay costs in connection with the liquidating emer- 
gency housing programs carried out by that agecny under delegation from. the 
Administrator. The balance of $18,000 is applicable to the liquidating program; 
administered through the Community Facilities Administration. 


Increased cost of employee travel allowances 


The amount of $30,000 is needed under the revolving fund authorization to 
meet the costs of increases in travel expense allowances (per diem and mileage 
authorized by Public Law 189. 


Increase in limitation on travel expenses 
A technical change in the language is needed to permit the obligation and 
expenditure cf the requested travel funds, by increasing the limitation fro: 
$183,200 to $213,200. 
APPROPRIATION LANGUAGE 


‘‘Federal Housing Administration: The amount made available under this heul 
in Title II of the Independent Offices Appropriation Act, 1956, for administrativ 
expenses, is increased from ‘$5,900,000’ to ‘$6,720,000’ and the limitation thereund 
on the amount available for expenses of travel is increased from ‘$300,000’ to ‘$370,000 
Provided, That the limitation under said head on the amount available for certain 
nonadministrative expen«es of said Administration is increased from ‘$33,000,000’ 
to ‘$35,050,000’.” 

“Housing Investment Insurance Fund: The unexpended balance of funds appro- 
priated to the Treasury Department under the head ‘Office of the Secretary, Housing 
Investment Insurance Fund,’ in the Supplemental Appropriation Act, 1949, 
rescinded and shall be covered into the Treasury upon approval of this Act.” 


EXPLANATION OF PROPOSED RESCISSION OF UNOBLIGATED BALANCE OF HOUSING 
INVESTMENT INSURANCE FuND APPROPRIATION 


The appropriation language submitted would rescind the unobligated balance 
of $9 million appropriated for the housing investment insurance fund. The 
housing investment insurance fund was created by the Housing Act of 1945. 
An appropriation in the amount of $10 million was made by the Supplemental 
Appropriation Act of 1949, Public Law 904, 80th Congress. The Federal Housing 
Administration drew from the Treasury only $1 million to start the housing invest- 
ment insurance fund. Subsequently, this $1 million was repaid to the Treasury 
in full with interest, together with all other capital—a total of $67.5 million in 
principal and $20.4 million in interest—which had been advanced to initiate the 
FHA program in the early years of its operation. Since the Federal Housing 
Administration operates entirely on its income and since all capital advanced to 
the program has been fully repaid, the unobligated balance of this appropriation 
should be rescinded. This rescission will not adversely affect the operations of 
the housing investment insurance program under title VII, since under the pro- 
visions of section 219 of the National Housing Act transfers can be made to the 
housing investment insurance fund from other insurance funds, if needed. 
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FHA administrative expenses, fiscal year 1956 


fh Ces 





j 
y Revised | 
O00 . , 

| Presently estimate, Difference 
€8 0 available | fiscal year | — 
| 1956 | 


\yverage employment: 
Full-time iemadca oe Endo 903. 0 | 934.0 | 
Terminal leave- : inal 10.0 10.0 
Overtime : <i sopual 6.0 6.0 | 


Total erie te wowed 919.0 


950. 0 | 


OO) EXPENSES 

O00) Personal services: hes 
Full-time a . $4,618,050 | $4, 827, 860 $209, 810 
Terminal leave 60, 500 60, 500 

Oi) Overtime | 28, 000 28, 000 
Work in excess of 52-week base. a ed 17, 500 17, 500 eee 
Pay to other agencies | 13, 000 | 43, 000 30, 000 
Cost of Federal Employees’ Salary Increase Act- ‘ 355, 000 | 355, 000 





ital setae aicdeaemi viva 4, 737, 050 | 5, 331, 860 594, 810 


ther objects of expense: 


Travel : oa jalin tind =e 300, 000 370, 000 
Transportation of things cease ehh eaen 8, 420 | 8, 420 
Communication services- --- ‘ is actiladtiacel 58, 000 59, 500 
Rents and utility services ‘ eens 555, 000 | 560, 000 | 
Printing and reproduction a , ‘i F 50, 570 | 52, 305 | 
Other contractual services... -_- ae a ee 126, 400 | 271, 400 
Supplies and materials-_____- ; ‘ i . 56, 890 58, 845 | 
Taxes and assessments----.--.--- oe | 7, 670 


an ern ane ae sebeain’ } 1, 162, 950 


6, 720, 000 | 


Total administrative expenses | 5, 900, 000 | 
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FiscaL YEAR 1956 SupPLEMENTAL REQUIREMENTS FOR 
ADMINISTRATIVE EXPENSES 


Supplemental requirements, aggregating $820,000, for the current fiscal year 
have arisen from legislation passed since the 1956 budget estimate was prepared 
and from other unancicipated expenses which could not be foreseen at that time. 
Congress, anticipating these needs, authorized the Bureau of the Budget to make 
additional funds available to the Federal Housing Administration pending sub- 
mission of a supplemental estimate in January. The component parts of this 
supplemental, itemized on the preceding page, are as follows: 

Fiscal year 

1956 cost 
1. Federal Employees’ Salary Increase Act cm bin: oe Cee 
2. Travel Expense Act , oe ne 45, 000 
2 Housing amendments of 1955 eo ae aie . 145, 000 
t, Sec. 608 settlement program____- - ; : 130, 000 
5. Cost of GAO audit ee Seneca : m4 145, 000 


Total... ..< so ‘ : 820, 000 
FEDERAL EMPLOYEES’ SALARY INCREASE ACT 


The Federal Employees’ Salary Increase Act which became law July 5, 1955, 
increased the salaries of employees by 7.5 percent. Increased salary costs for 
fiscal year 1956 pursuant to the Federal Employees’ Salary Increase Act are esti- 
mated at $355,000. Under the 1956 limitation of $5,900,000 for administrative 
expenses $4,737,000 is the cost of personal services at the old salary rates. By 
applying the increase of 7.5 percent authorized in the Salary Increase Act to 
$4,737,000 the estimate of $355,000 pursuant to this act was determined. 


TRAVEL EXPENSE ACT 


Pursuant to the Travel Expense Act, per-diem allowance paid to employees 
on official travel was increased from $9 to $12 and the mileage allowance for 1 s: 
of privately owned automobile on official business was increased from 7 cents t: 
8 centsa mile. This has resulted in an overall increase of 15 percent in the travel 
limitation of $300,000 or an additional requirement of $45,000. 


HOUSING AMENDMENTS OF 1955 


Last summer shortly before adjournment Congress approved the housing 
amendments of 1955. These amendments included a new armed services housing 
program, new provisions for insured financing of trailer courts or parks, and 
important changes in the cooperative housing program. These changes added 
substantially to FHA’s responsibilities. While these amendments were pending. 
Congress recognized that additional budget requirements for FHA would be 
expected to result should these amendments become law or should unanticipated 
increases in program develop between the adjournment date of Congress and the 
new session of Congress now beginning. Accordingly, Congress authorized 
acceleration of FHA spending, with approval of the Bureau of the Budget, by 
minimum amounts pending consideration of an appropriate supplemental request 
in January. Acting under this authority and pending affirmative action by 
Congress to provide budgetary authorization for these new FHA activities, only 
minimum or preliminary steps have been taken. 

Salary and travel expenses in connection with armed services housing and 
cooperative housing will require an increase of $139,165 in the 1956 limitation 
on administrative expenses. It is believed that workload in connection with the 
trailer parks will not be large for the next few months and can be performed 
by existing personnel without additional budget authorization in the balance 
of this fiscal year. 

Armed services housing 
Positions 
Average employment 
Salary expense 
lravel expense $1, 500 


The new armed services housing program created by the housing amendments 
of 1955 authorized a total of 100,000 dwelling units for civilian and military 
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personnel of the armed services. The statute directed the appointment of 
special assistant for armed services housing and the provision of adequate stag 
to expedite the program. This position was filled and a small staff assigned 
the work. 

Working closely with the Department of Defense, the regulations governing 
the new program were developed and agreements were reached between the 
Department of Defense and the Federal Housing Administration on the adminis. 
tration of the program and division of responsibilities between the two agencies, 
The Defense Department with FHA’s full and active cooperation both in Wash. 
ington and in the field offices has moved ahead in programing the needed housing. 
Preliminary concurrences have been given by FHA and, in some eases, bids 
have been secured by the Department of Defense and contracts let. The major 
portion of FHA applications under the new program are expected to be received 
during the coming months. Under the existing statute, mortgages can only be 
insured under the program pursuant to commitments issued on or before Sepiem- 
ber 30, 1956. Approximately 4 man-years and salary and travel expenses of 
$33,685 are expected to be used in the administration of this program during 
the current fiscal year. 


to 


Cooperative housing 
Positions : . er Ae Ee a : : 
Average employment ae pares ik 12. 
Salary expense _ - . Sadan emcee ‘ $90, 9 
Travel expense--_-_- owe errr 


The amendments to section 213 of the National Housing Act included in th 
housing amendments of 1955 directed the Commissioner to appoint a special 
assistant for cooperative housing and to provide adequate staff to expedite the 
program and to eliminate all obstacles to full utilization of cooperative housing, 
In addition, the amendments shifted the basis for determining the maximum 
insurable loan from appraised value to estimated replacement cost. The Fed- 
eral National Mortgage Association was authorized to make advance commit- 
ments to purchase cooperative housing mortgages in a total amount not to exceed 
$50 million at any one time, not to exceed $5 million of which may be in any one 
State. 

The reports of the Banking and Currency Committees of both Houses of 
Congress in recommending the statutory changes with respect to section 213 
contain expressions of the committee’s intention that FHA take affirmative 
action under this program, expedite it and encourage the development of con- 
sumer-initiated cooperatives. This legislative history taken with the express 
provisions of the amendments directing the employment of adequate staff empha- 
sizes the importance of a well qualified and strong cooperative housing staff to 
achieve the congressional intent with respect to this program. This request 
includes salary and travel expenses of $105,480 for section 213 during the current 
fiscal year and would provide a staff of 34 to administer the program and provide 
advice and guidance to cooperative groups in organization and financing, site 
selection and development, construction and design, project management, and 
other critical problems in the development and operation of consumer-initiated 
cooperative housing projects. 


Section 608 recovery program 
Positions _ _ _- 20 
Average employment 
Salary expense: 
FHA staff $86, 645 
Payments to other agencies ..................... $30, 000 
Travel expense $9, 000 


The section 608 recovery program was instituted in 1954 following the investi- 
gations of operations under section 608 conducted by the Congress and by the 
executive branch of the Government. To carry this program last year a staff of 
67 employees was authorized under special appropriation approved by the Con- 
gress in January 1955. FHA has worked closely with the Department of Justice 
in taking remedial action based on the results of the investigations and in the 
preparation and litigation of key cases. 

Construction cost information was requested from all of the mortgagors par- 
ticipating under the program. Approximately 3,350—about half—of the mort- 
gagors complied with this request. The cost information so supplied was analyzed 
in detail by the section 608 recovery staff and information supplied for settlements 
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and litigation. As analysis was completed on the cost information supplied by 
those mortgagors who had complied with FHA’s request, the recovery staff has 
cradually been reduced pending the outcome of litigation judicially establishing 
FHA’s right to secure this cost information. A recent decision of the Third 
Circuit Court of Appeals in the case of Sarner v. Mason affirmed the right to 
the Federal Housing Administration to construction cost information and estab- 
ished judicially that failure to provide such cost information constitutes a default 
under the mortgage. 

In the light of this decision the recovery program can now go forward on an 
accelerated basis. The staff, which in the first part of this fiseal year ranged 
from 18 to 28 employees, largely temporary employees and employees borrowed 
on a reimbursable basis from other Government agencies, now needs to be restored 
to 58 and continued throughout the balance of the fiscal year. FHA will analyze 
the cost information which it is now in a position to demand from those mortgagors 
which have not previously complied with FHA’s request, for such information. 
The financial facts respecting each corporation must be reconstructed. In those 
cases in which it is established that there were excess mortgage proceeds which 
were disbursed, appropriate steps through negotiation, litigation, and the exercise 
of FHA‘s rights as preferred stockholder in these corporations must be taken to 
recover these funds into the mortgagor corporation. This work must be done 
promptly, since action in many cases may be barred by the statute of limitations 
in the near future. The salary and travel expenses for this program are estimated 
at $125,645 during the current fiscal year. 


GENERAL ACCOUNTING OFFICE AUDIT 


FHA is required by the terms of the Government Corporations Control Act to 
bear the expense of the annual audit of the Federal Housing Administration 
performed by the General Accounting Office. The cost of this annual audit is 
determined each year by the General Accounting Office and estimates are pro- 
vided by the General Accounting Office for inclusion in the budget of the Federal 
Housing Administration. The original estimate given to FHA by the General 
Accounting Office for inclusion in the 1956 budget was $45,000. Subsequently, 
the General Accounting Office revised its estimate of the cost of the 1956 audit 
and advised the Federal Housing Administration that the audit expense for the 
year was expected to be increased from the original estimate of $45,000 to $190,000. 
This advice was received too late for inclusion in the regular 1956 budget and 
a supplemental authorization for the increase of $145,000 is, therefore, required 
at this time. 

Other objects of expense 


$1, 500 


5, 000 
Printing and reproduction 1, 735 


Supplies and materials 1, 955 


Total 10, 190 


ixpenses, other than salary and travel, totaling $10,190, will be incurred in 
connection with the staff requirements discussed in the preceding pages. 

Switchboard, long distance telephone and telegraph expenses of the additional 
staff are estimated at $1,500. 

Approximately 100 square feet of space must be provided for each employee. 
This space, at the current annual rate of $3.45 per square foot, will cost the 
Administration $5,000 during the current fiscal year. 

The estimates for printing and supplies are based on the current average costs 
per employee of $56 and $63 respectively. 


FiscaL YEAR 1956 SuPPLEMENTAL REQUIREMENTS FOR NONADMINISTRATIVE 
].XPENSES 
Supp'emental requirement to meet cost of Federal Employees’ Salary Increase Act, 
$2,050,000 
Pursuant to the Federal Employees’ Salary Increase Act, which increased 
salaries by 7.5 percent, there has been an increase of $2,050,000 in nonadminis- 
trative expenses. Under the 1956 limitation of $33 million on nonadministrative 
expenses in the current fiscal year, $27,350,000 is the cost of personal services at 
old salary rates. By applying the increase of 7.5 percent, prescribed by the 
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Salary Increase Act, to $27,350,000, the estimate of $2,050,000 pursuant to thj, 
act was determined. : 

Additional travel costs in excess of $350,000, pursuant to the Travel Expense 
Act, have been absorbed out of the current year’s limitation on nonadministratijyp 
expenses. 


ADMINISTRATIVE ExpENSES (Low-REntT Hovusina ProGram) 


Language 
(Appropriation :) 
“ADMINISTRATIVE EXPENSES 


“For an additional amount for ‘Administrative expenses,’ $1,525,000.” 

(Authorization:) 

“The amount made available under this head in title II of the Independent Offices 
Appropriation Act, 1956, for administrative expenses, is increased from ‘$8,200,000 
to ‘$9,725,000,’ and shall be available for uniforms, or allowances therefor, as author- 
ized by the Act of September 1, 1954, as amended (5 U. S. C. 218); and the limitation 
thereunder on the amount available for expenses of travel, is increased from ‘$530,000 
to ‘$690,000.’ ”’ 


Summary 


Available, Independent Offices Appropriation Act, 1956 $8, 200, 000 
(1) Additional staff and expenses for the expanded low- 

rent housing program enacted in the Housing amend- 

ments of 1955 ae. $885, 000 
(2) Increased cost of audit performed by the General Ac- 

counting Office pursuant to the Government Corpo- 

ration Control Act, as amended 60, 000 
(3) Increased cost of Federal Employees’ Salary Increase 

Act of 1955 (Public Law 94) 500, 000 
(4) Increased cost of employees’ travel allowance author- 

ized by Public Law 189 


(5) Increase in limitation on expenses of travel 


Revised total 
New and expanded programs 


The housing amendments of 1955 authorize the Public Housing Administra- 
tion to enter into new contracts for loans and annual contributions for not more 
than 45,000 additional low-rent public housing dwelling units. Under the terms 
of the amendment, this authority will expire on July 31, 1956. 

The following table shows the program progress anticipated under the appro- 
priation contained in the Independent Offices Appropriation Act, 1956; the addi- 
tional program authorized by the housing amendments of 1955 and for which 
funds are requested in the current supplemental estimates; and the revised total 
program for the current fiscal year: 


Number of dwelling units 


Available 
appropria- 
tion 


| 
Se . 
Expanded Revised 
| Program | total 


Program reservations issued cin 15, 000 15, 000 
Preliminary loan contracts executed 15, 000 15, 000 
Development site selected - ------ Pektabdate ied iid oe 35, 000 35, 000 
Annual contributions contracts ex jane ee 45,000 | 45, 000 
Construction started 25, 000 25, 000 
Completed for occupancy - - 17, 000 17,000 
Under management at year end 422, 471 | 422, 471 


As can be seen from the table, the work program occasioned by the Housing 
Amendments of 1955 is confined to the preliminary stages of activity up to and 
including the execution of annual contributions contracts. As the committee is 
aware, there is a considerable backlog of units previously covered by preliminary 





lore 
rms 


TO- 
idi- 
Lich 
otal 


», 000 
», 000 
», 000 
000 
), 000 
, 000 


4 
3 
{ 


4 


SECOND SUPPLEMENTAL APPROPRIATION BILL, 1956 193 


contracts, some of which have been in this preliminary stage for some time. 
First priority is given, in appropriate cases, to moving these backlog units into 
the annual contributions contract stage. The following table summarizes the 
number of units moving from one stage of the program to the next under the ex- 
panded work program for which the increased appropriation is required: 


loan 


Number of dwelling units 


' 


Projected 1956 
activity 

June 30, June 30, 
1955 1956 

| Entering | Leaving 

Stage | stage 


aa a - | 


Program reservation issued, preliminary loan contract not yet 

ome 15,000 | 15,000 5, 206 
Under preliminary loan contract, development site not yet se- 

woot 68,971 | 15,000| 35,000/ 48,971 
= 21,363 | 35,000} 45,000| 11,363 
Annual contributions contract executed, construction not 

started 57, 740 45. 000 95,000 ioe 


Construction started 26, 962 25, 000 | 17, 000 34, 962 





—_—— 


The increase of staff and expenses required by the new and expanded program 
of 45,000 units in the current fiscal year is for professional and technical personnel 
dealing with development activities. Minimum additions to the management 
staff will also be needed to render technical advice and assistance to local author- 
ities in connection with management policies, organization, business administra- 
tion and budgetary problems, occupancy policies and operating engineering prob- 
lems as directly related to development programs. 

The work which must be performed by the PHA in accomplishing the program 
set forth in the estimates above includes careful screening, analysis of need, and 
determination of relative priority before preliminary loan contracts are executed. 
There then follows the selection of project sites for the low-rent housing develop- 
ments, which requires careful review by PHA staff. The negotiation of annual 
contributions contracts, which represents the culmination of the preliminary 
work, calls for the most careful scrutiny by legal, financial, auditing, and develop- 
ment staff. 


Increased costs of GAO audit 

Subsequent to the submission of the budget for 1956 to the Congress and its 
consideration by the Appropriations Committees, the Public Housing Adminis- 
tration was informed by the General Accounting Office that the cost of the audit 
performed pursuant to the Government Corporation Control Act would be in- 
creased by $60,000 in fiscal year 1956. This supplemental request includes funds 
in this amount for such payment. 


Increased costs of Pay Act 

Funds in the amount of $500,000 are needed for the increased personal services 
costs pursuant to the Federal Employees’ Salary Increase Act of 1955 (Public 
Law 94) which PHA has been unable to absorb within the appropriations available 
for 1956. The amount requested is 7.5 percent of the annual personal services 
cost. 

The PHA has been able to absorb the increased salary cost applicable to the 
nonadministrative limitations enacted for 1956, in the amount of $75,300. 


Increased cost of employee travel allowance 

The amount of $80,000 is required to meet increased cost of per diem allowance 
pursuant to Publie Law 189 for that portion of activities financed from the adminis- 
trative expense appropriation. The requested amount represents the costs which 
have not been absorbed within the previously enacted amounts. 


Increase in limitation on travel expenses 


To permit obligation and expenditure of funds for purposes of travel, it is 
necessary to increase the limitation on expenses of travel by $160,000—form 
3930,000 to $690,000. This amount includes $80,000 requested for increases in 
per diem allowance applicable to the previously authorized program and $80,000 
for travel expenses included in the request applicable to the expanded low-rent 
program, 
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LIQUIDATING EMERGENCY HovusinGc PROGRAM 


The authorization for expenses of the revolving fund (liquidating programs) ¢¢ 
the Office of the Administrator provides the financing for the activities related te 
management and disposition of liquidating emergency housing carried out by the 
Public Housing Administration under delegation from the Administrator. © _ 


Summary of allocations from the revolving fund 


Allocated from funds available under the Independent Offices Appro- 
priation Act, 1956 Se SSS aie kia asm aa, ee 
(1) Allocation from increase due to increased costs of the 
Federal Employees’ Salary Increase Act _ _ _ $140, 000 
(2) Allocation from increase due to increased costs of em- 
ployee travel allowance pursuant to Public Law 189 28, 000 
TS 168, 000 


Revised total allocation - , 498, 000 


Increased costs of Pay Act 


The amount of $140,000 is required for the increased cost of personal serviees 
resulting from enactment of the Federal Employees’ Salary Increase Act of 1955 
(Public Law 94) which it has been impossible to absorb within the authorization 
currently available. The increase represents 7.5 percent of annual personal 
Services cost. 


Increased costs of employee travel allowances 


The amount of $28,000 is needed to finance the increased cost of per diem 
allowance granted pursuant to the provisions of Public Law 189. 


STAFFING 


The funds requested in the current supplemental estimates will permit the 
addition of 243 positions for a portion of the year—53 for departmental and 190 
in the field. The staffing table below shows the organizational location of the 
added 243 positions, as well as the reductions which have been accomplished in the 
combined staff carrying out the liquidating emergency housing program 


——— 
Reduction | Additional | 
inemer- | Presently |, Positions re 
sana avatiahin \for Housing} estimate, 
gency | sence? | Amend- |. Jane 30, 
housing | 1956 | ments of | 195) 
ors | | = 
program | | 1955 


Employ- 
| ment as of | 
June 30, 
1955 








Departmental staff: 
Staff offices. 
Legal Division bs a ce aia eel 
Economics and Statistics Division _-- 
Administration Division 
Programs Division _ -- 
Operations Division- - 





Subtotal__-- 


Field staff: 

Field offices: 
Administration_- 
Development__-- 
Management 
Disposition__--- 





Subtotal__---.-- 


Other field staff: 
Accounting--_- - 
Auditing - 
Labor relations 








Subtotal__.._--- . 
Total field staff_- 


Total staff 
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FEDERAL NATIONAL MORTGAGE ASSOCIATION 
Language 

“The limitation under this head in title II of the Independent Offices Appro- 
riation Act, 1956, on the amount available for expenses of travel, is increased from 
‘e90,000? to ‘$130,000.’ ”’ 

This request does not require a corresponding increase in the administrative 
expense authorization for FN MA because of savings elsewhere in the Association’s 
budget. 

This increase for travel expenses is necessary in the light of increases in the 
general activity in the FN MA’s secondary market operations and because of the 
increase in per diem and mileage allowances pursuant to Public Law 189, 84th 
Congress, approved July 28, 1955. 


Increase in activity 


General activity—Secondary market operations.—Since the establishment of the 
secondary market operations, the Association has conducted an extensive program 
of contact with local institutions in the home mortgage field. This requires 
personal contacts by field representatives and calls for additional travel expenditure. 

The statutes require that FN MA’s purchase prices “‘be established from time 
to time at the market price for the particular class of mortgages involved.”’ This 
necessitates that the field representatives and others of the FNMA staff visit a 
large number of private buyers and sellers in all sections of the country who must 
be persuaded to disclose the details of individual private sales. This information 
is collected and analyzed in order to not only determine ‘‘market prices’’ but to 
determine market conditions and building trends. The information thus gathered 
is also used by the Housing and Home Finance Administrator and the Council of 
Economic Advisers. 

Mortgage purchases—Secondary market operations.—Because of changes in the 
economic condition of the country, the activities in the secondary market opera- 
tions have greatly accelerated during the past 6 months and present indications 
are that they will continue at least at the present rate or at a further accelerated 
rate during the remainder of the fiscal year. 


Mortgages purchased: 
Nov. 1, 1954—June 30, 1955 (8 months) _______._._._._..._-number 2,716 
July 1, 1955—Dec. 31, 1955 (6 months)_...................do._... 13, 822 
Increase. . - --- See teins a eo ee 409 


This increased activity among other operations has resulted in large increases 
in the inspections of the security properties to determine the marketability of 
the mortgages offered for purchase. These inspections also result in an additional 
expenditure of funds for travel expense. 

Mortgage sales—Secondary market operations.—The portfolio has reached a 
level which now permits sales to be made to interested investors; proceeds from 
sales from this portfolio will assist in financing further mortgage purchases, thus 
reducing borrowings to that extent. The stepped-up mortgage sales campaign 
will require additional travel by field representatives in calling upon investment 
groups. 


Increase in cost 


Public Law 189, 84th Congress, increased the amount which may be allowed 
for per diem and mileage. A major portion—64 percent—of travel by FNMA 
employees is performed by private automobile as this is the more economical 
means of transportation. Thus both these increases in allowances have added 
to FNMA’s travel expenses. So as to hold travel expenses to as low a figure as 
possible, FNMA has only authorized 8 cents per mile rather than the 10 cents 
permitted by law. 


PUBLIC HOUSING FUNDS 


Senator Magnuson. Now, going back—you requested $403,500 
for the Administrator, and the House reduced that by $5,000. Are 
you requesting the restoration of that? 

Mr. Meistrety. No; we are not. 

Senator MaGnuson. You requested an additional amount of 
$1,525,000 for the Public Housing Administration which was reduced 
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$1,436,500, by the House. Are you requesting a restoration of 
that? 

Mr. Metstreu. No, sir. 

Senator Macnuson. You requested a rescission of the balance of 
the House investment insurance fund appropriated in 1949 which was 
approved by the House. What about that? 

Mr. Muistretyt. We recommended that, Senator, and that has 
been approved. 

Senator Macnuson. I presume you want that to stay in? 

Mr. MetsTre.u. Yes, sir; we do. 


ADMINISTRATION EXPENSE LIMITATIONS 


Senator MaGcnuson. You requested increases in limitations for 
administrative expenses of several programs which were approved by 
the House, except the reduction of $18,700 for the housing loans to 
educational institutions. What about that? Do you want that 
restored? 

Mr. Metstrevu. No; we do not. 

Senator Maanvuson. And a reduction of $27,500 for Federal 
Housing Administration. Do you want that restored? 

Mr. MetstreE.u. No, sir. 

Senator Macnuson. Let me ask you on the housing loans to edu- 
cational institutions, have you sufficient to get along? 

Mr. MetstreELL. Yes; we do, Senator. 


JUNIOR COLLEGES 


Senator Macnuson. Won’t that program be stepped up a little 
bit by the adding of the junior colleges? 

Mr. Frantz. I believe the junior colleges were pretty thoroughly 
covered in the housing amendments for 1955. 

Senator Macnuson. So you think you will have enough? 

Mr. Frantz. Yes. 

Senator Macnuson. Despite that small cut? 

Mr. Frantz. Yes, sir. We will go through a difficult period for 
a while, because the new applications have come in faster than it is 
possible for us to recruit and train staff to handle them. But we 
hope to work our way out of that with the funds that Congress has 
given us. 

TRAVEL LIMITATIONS 


Senator Magnuson. You also requested several increases on limita- 
tions for travel expenses which were approved except for small 
decreases in three items. What about that? 

Mr. Metstrevu. We have no request for restoring those. 

Senator Macnuson. And you requested increases in limitations for 
nonadministrative expenses which are approved by the House. What 
is nonadministrative expense? 

Mr. Frantz. In the Office of the Administrator, those are amounts 
which are reimbursed by the borrowers or the beneficiaries or recipients 
of grants under these programs. They do not come from appropriated 


funds. 





nita- 
small 


is for 


What 


yunts 
ents 
iated 


SECOND SUPPLEMENTAL APPROPRIATION BILL, 1956 197 


Senator Magnuson. Then you have no request of this committee 
except to urge that we keep in the bill what the House put in the bill; 
is that correct? 

Mr. Metstrewvu. That is correct. 

Senator MaGnuson. Are there any questions? 


ENGINEERING SUPERVISION AND INSPECTION 


Senator Dirksen. Elaborate a little on that nonadministrative 
expense item. 

Mr. Frantz. In several of our programs—of which college housing 
is one—we provide engineering supervision and inspection and fiscal 
audit at the project site. The costs of that are borne by the borrower, 
or by the person who receives the grant, and becomes a part of the 
project. They are subject annually to limitation by the Congress, 
but the funds are not appropriated. They come out of the project 
funds. This is merely an increase in the limitation as a result of the 
increased pay rates and the increased per diem rates which were 
enacted by the Congress in the last session. 

Senator Dirksen. That is all that is reflected? 

Mr. Franrz. That is correct. 

Senator Macnuson. The House allowed it? 

Mr. Frantz. That is right. 

Senator Macnuson. If there are no further questions, thank you 
very much for appearing. 


INTERSTATE CoMMERCE COMMISSION 


STATEMENTS OF ERNEST WEISS, ASSISTANT TO MANAGING 
DIRECTOR, H. NEIL RYAN, BUDGET AND FISCAL OFFICER 


INCREASE IN TRAVEL LIMITATION 


Senator Macnuson. Interstate Commerce Commission requested 
increases in travel expense limitations on three items, which were 
approved by the House. 

The supplemental estimates will be placed in the record. 

(The information referred to follows:) 


SUPPLEMENTAL ESTIMATES 
(H. Doe. 330) 
INTERSTATE COMMERCE COMMISSION 
GENERAL EXPENSES 


“The limitation under this head in the Independent Offices Appropriation Act, 1956, 
on the amount available for expenses of travel, is increased from ‘$330,000’ to 
‘$397,000.’ ” 


RAILROAD SAFETY 


‘The limitation under this head in the Independent Offices A ppropriation Act, 1956, 
on the amount available for expenses of travel, is increased from ,‘$163,050’ {to 
‘$176,000.’ ”’ 


LOCOMOTIVE INSPECTION 


‘The limitation under this head in the Independent Offices Appropriation Act, 1956, 


- the amount available for expenses of travel, is increased from ‘$112,620’ to 
‘$124,000.’ ”’ 
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Because of increased travel costs arising from the act of July 28, 1955 (Public 
Law 189), increases in the above limitations are required. 

Senator Magnuson. Mr. Weiss, do you have anything to add? 

[ understand that there were requested increases in travel-expensp 
limitations on three items which were approved by the House. | 
presume you gentlemen are in the same position, that the Senate 
keep those items? 

Mr. Weiss. Yes, sir. 

Senator MaGnuson. Have vou anything to add? 

Mr. Weiss. No, sir. 

Senator Dirksen. Will vou be short of money by the end of the 
fiscal year in these items? 

Mr. Wetss. Yes, sir. 

Senator Dirksen. This will take care of it? 

Mr. Weiss. Yes, sir. 


LOCOMOTIVE INSPECTION AND RAILROAD SAFETY 


Senator Dirksen. I would think with respect to locomotive jn- 
spection and railroad safety you will get a good deal of travel tha 
has to be done in the field. 

Mr. Weiss. Yes, sir. 

Senator Dirksen. Did we hold you down pretty tight in the regular 
bill the last time? 

Mr. Ryan. Yes. Those two items have been held down for a 
number of vears, ever since 1952. The amount that has been in th 
appropriation bill since 1952 has been the same but that has been less 
than what they needed. 

Senator Dirksen. Not to give you any special comfort, but | 
always felt the old line agencies were pretty well held down whereas 
we were often a little lavish with emergency agencies. I know what 
a struggle it has been for you to get money enough to properly run 
your show. I think sometime we are going to have to resurvey that 
whole field. 

Mr. Wzirss. For both locomotive inspection and safety, the trave! 
money is primarily for work done in the field. The money we have 
now allows 9 to 10 days travel per month. It should be perhaps as 
much as 16. This will not bring us to 16 but it will bring us toa 
better position. 

Senator Dirksen. That is all. 


KeperRAL Home Loan Bank Boarp 
STATEMENT OF THADDEUS CORCORAN, BUDGET OFFICER 
ADMINISTRATIVE EXPENSES 


Senator Magnuson. The Federal Home Loan Bank Board requests 
an increase of $58,400 in the limitation for administrative expenses 
and an increase of $343,800 in the limitation for nonadministrative 
expenses for increased salary and travel costs. The House allowed 
the full amounts. 

The supplemental estimate and justifications will be placed in the 
record. 

(The documents referred to follow :) 
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SUPPLEMENTAL ESTIMATE 
(H. Doe. 330) 
FEDERAL Home Loan Bank Boarp 


“The amount made available in title II of the Independent Offices Appropriation 
jet, 1956, for administrative expenses of the Home Loon Bank Board is increased 
from ‘$920,000’ to ‘$978,400,’ and the amount made available to said Board for 
,onadministrative expenses, is increased from ‘$2,995,000’ to ‘$3,238,8C0.’ ” 

These proposed increases in limitations are necessary to provide for the cost 
of pay increases granted by the act of June 28, 1955 (Public Law 94), and the 
additional cost of employee travel pursuant to the act of July 28, 1955 (Public 
Law 189). The entire $58,400 increase in administrative expenses and $165,800 
of the increase in nonadministrative expenses are needed for pay increase costs. 


JUSTIFICATIONS. FEDERAL Home Loan Bank Boarp 
JUSTIFICATION OF SUPPLEMENTAL ESTIMATES, FISCAL YEAR 1956 


Board and staff offices 

Request is hereby made for increase in the Board’s current year’s limitation of 
administrative expenses to cover increased pay costs, resulting from the Board’s 
adoption of Public Law 94, approved June 28, 1955 (Federal Employees Salary 
Increase Act, 1955). 

Provision was made in the 1956 revised budget estimates for the employment 
of an average of 145.2 employees. The majority of the employees are entitled 
to the pay increase; the exceptions are the three Board members who have statu- 
tory appointments, and the interdepartmental wage board employees. 

The pay increase requested, $58,400, was computed on the basis of an average 
increase of 7.5 percent in the personal services portion of the Board’s 1956 revised 
budget estimates in the 1957 budget presentation. The computation excluded the 
salaries of the three Board members as well as the wages of the wage board 
employees. 

In the current fiscal year, the Board is absorbing security expenses associated 
with the security program for the agency in the amount of $10,600; in addition, 
it is absorbing the increased travel costs approximating $6,600, resulting from the 
Board’s adoption, effective August 1, 1955, of the increase in the per diem allow- 
ance for subsistence pursuant to Public Law 189, approved July 28, 1955 (amend- 
ment, Travel Expense Act of 1949). 

Secause of these additional costs, not provided for in the original estimates, it 
is not possible to absorb any of the increased pay costs requested. 


Division of Examinations 


Request is also made for increase in the current year’s limitation of non- 
administrative expenses for the examination of Federal and State-chartered 
ustitutions to cover increased pay and travel costs resulting from the Board’s 
adoption of Public Law 94, approved June 28, 1955 (Federal Employees Salary 
Increase Act, 1955) and Public Law 189, approved July 28, 1955 (amendment, 
Travel Expense Act of 1949). 

In the presentation to Congress of the 1956 budget estimates of the Division of 
kxaminations, provision was made for the employment of 421.7 employees on an 
innual basis. This number, it was calculated, was required in order to bring the 
workload into a current status during fiscal 1956. 

All employees of the Division of Examinations are subject to the Classification 
\ct and are, therefore, entitled to the pay increase. Such pay increase makes 
necessary a supplemental authorization in the amount of $165,800, computed on 
the basis of an average increase of 7.5 percent in the personal services portion of 
the Division’s 1956 revised budget estimates in the 1957 budget presentation. 
Supplemental authorization of $178,000 for travel funds is also requested. Of 
ic amount provided in 1956 for travel expenses of field examiners, 74.8 percent 
represented per diem and 17.5 percent represented mileage. The amount of 
4178,000 was determined by taking 33% percent (the percentage increase in both 
per diem and mileage) of the per diem and mileage amounts, after making due 
allowance for the fact that the travel amendment was not effective until August 


1 
i 


th 


The Federal Home Loan Bank Board deemed it necessary to increase the per 
diem allowance for subsistence from $9 to $12, effective August 1, 1955. Exam- 
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iners were usually unable to cover the cost of hotel meals on the former allowane, 
This increase has been a morale builder and is one reason why the personne! tury. 
over has been lower since the change than it was prior to the beginning of thj. 
fiscal year. Recruiting was also facilitated by this revision. The mileag 
allowance for use of personally owned automobiles was not increased to the fy! 
amount allowable under the law, i. e., 10 cents per mile, but was increased only t, 
8 cents. , 

It is important to stress at this time the urgency of approval of the supplementg| 
request for the Division. Without sufficient authorization, the examinations of 
savings and loan associations will he severely curtailed, as the staff of examiners 
will have to be drastically reduced in order to operate within the presep 
authorization. 

The Division of Examinations is presently endeavoring to place examinations 
on approximately an annual basis. That program provides for an estimated 
average of 361 field examiners throughout the current fiscal year. The average 
for the first 6 months of the vear was 324; in order to achieve an average of 36], 
the staff must average 398 during the last 6 months. This would mean the hiring 
of an additional 38 examiners at this time, 10 of whom have already been approved 
by the Board. Continuance of the recruiting program is in doubt, pending the 
approval of this request. 

The estimated average annual salary plus travel expense of examiners who 
whould have to be terminated and those who are being employed is $6,812, or 
$3,406 for 6 months. Failure to obtain the supplemental authorization would 
mean the reduction of 53 examiners from the number needed if the workload is to 
be brought into a substantially current status by June 30 next. At present, there 
are 360 examiners on the payroll. Instead of building this staff up to 398, as soon 
as practicable, denial of the request would mean a reduction of 15 examiners in 
the current staff without delay. This would ruin the morale of the staff and make 
it useless to resume the recruiting program through our 6 boards of United States 
civil-service examiners. In addition, fiscal 1957 would be commenced under a 
most serious and unwarranted handicap. It is important, therefore, to consider 
what failure to obtain supplemental would mean to the examining schedule. 


Summary 


eee IR RET ROR? IT BONER 6 is cc en <n eine an aoeeanne $58, 400 


Division of Examinations: 
Pay costs 165, 800 
Travel costs 178, 000 


343, 800 
NONADMINISTRATIVE EXPENSES 


Senator MaGnuson. I think the committee would like some expla- 
nation on the $343,000 item. What is ““Nonadministrative expenses”? 

Mr. Corcoran. Public Law 895 approved July 3, 1948, made the 
expenses of the Examination Division of the Federal Home Loan 
Bank Board nonadministrative. 

Senator MaGnuson. Are they reimbursed? 

Mr. Corcoran. Yes, sir. They are reimbursed by the institutions 
examined. This $343,800 represents $178,000 in travel and $165,800 
in personal services because of Public Law 94 and Public Law 189 
passed last year. 

Senator Macnuson. So this would not increase the appropriation? 

Mr. Corcoran. It is a limitation, sir. It would increase the 
limitation, but we would collect it from the institutions examined. 

Senator Magnuson. It would allow you to continue with your 
examining job? 

Mr. Corcoran. Yes, sir. 
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Senator Maanuson. Without this you may have to halt it? 
Mr. Corcoran. Yes, sir. We would also have to fire some of our 


examiners. 


Senator Magnuson. You have to complete it sooner or later 
anyway. 

\ir. Corcoran. Yes, sir. It would put us further behind in our 
examinations. 

Senator MaGnuson. For your nonadministrative expenses the 
House report on the 1957 regular bill explains increasing $439,000 
over the budget estimate as allowing the Board to do a more thorough 
job on examinations of member institutions. 

Would an increase, of say $100,000, to this year’s limitation allow 

vou to get started sooner on such improved program? 
* Mr. Corcoran. Yes, sir. It would be very, very helpful in getting 
the Division started on the improved program. It would permit the 
Division to continue its recruiting program and to get its examining 
schedule on a 13-month basis by June 30 next. It would also mean 
having a full examining staff starting the new fiscal year which would 
be a distinct advantage to the program. 

Senator Mag@nuson. Are there any questions? 

If not, thank you very much. 

Mr. Corcoran. Thank you, sir. 


NATIONAL SCIENCE FOUNDATION 


STATEMENTS OF ALAN T. WATERMAN, DIRECTOR; F. C. SHEP- 
PARD, COMPTROLLER; PAUL H. KRATZ, ASSISTANT HEAD, 
OFFICE FOR THE INTERNATIONAL GEOPHYSICAL YEAR, NA- 
TIONAL SCIENCE FOUNDATION; JOSEPH KAPLAN, CHAIRMAN, 
HUGH ODISHOW, EXECUTIVE SECRETARY; AND ROSWELL C. 
PEAVEY, ADMINISTRATIVE OFFICER ; UNITED STATES NATIONAL 
COMMITTEE FOR THE INTERNATIONAL GEOPHYSICAL YEAR 


EARTH-CIRCLING SATELLITE PROGRAM 


Senator Magnuson. National Science Foundation requested an 
additional amount of $28 million for the International Geophysical 
Year program. 

Last year $2 million was appropriated in the 1955 supplemental 
and $10 million in the regular bill. 

The largest item in the present request is $19,262,000 for the 
earth-circling satellite program. 

The House approved $2 million less than requested. 

The supplemental estimate, excerpts from the justifications, and 
the statement in the House report will be placed in the record. 

(The documents referred to follow:) 
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SUPPLEMENTAL ESTIMATE 
(H. Doc. 330) 
NATIONAL ScIENCE FOUNDATION 
INTERNATIONAL GEOPHYSICAL YEAR 


“For an additional amount for ‘International Geophysical Year,’ $28,000,009 
to remain available until June 30, 1960.” ‘ 

This proposed supplemental appropriation is requested for further financing 
of the United States program for the International Geophysical Year. Fund 
are included for the earth- circling satellite program in which the Department of 
Defense is participating. Provision is also made for the expansion of the United 
States program in the Antarctic, Arctic, and equatorial Pacific, as well as fo; 
research in oceanography, gravity measurements, and seismology, programs whic} 
are not currently provided for. The expanded geographic coverage and the added 
scientific fields are the direct result of worldwide plans to expand the Internationa] 
Geophysical Year program. When the 1956 budget was presented, over 3 
nations had indicated that they would participate. This number has now jp- 
creased to 55, of which over 40 countries, including the Soviet Union, have estab. 
lished definite national programs. 


House Report 
NATIONAL SCIENCE FOUNDATION 


International Geophysical Year.—The committee recommends an appropriatio: 
of $26 million for this item, which is a reduction of $2 million in the budget 
estimate. The amount in the bill is in addition to $12 million previously 7 
priated, making a total of $38 million for this program. The largest part of th; 
supplemental request is $19,262,000 for instrumentation for the earth-cireling 
satellite program, and the remainder is for increases in all other parts of the 
research to be undertaken. The committee has approved all parts of the researc! 
program presented in the budget estimate, but believes that economies can be 
made that will in no way affect the total program In addition to funds appro- 
priated to the National Science Foundation for this item, the Department of 
Defense and other agencies are providing the logistics and other necessary support 
as part of their own programs. If such expenses were included in the estimates 
of cost for the International Geophysical Year the total would be greatly increased 

The International Geophysical Year ranges from July 1, 1957, through Decem- 
ber 31, 1958, and the total scope of scientific effort for all nations will be betwee: 
$250 million and $300 million. Russia is providing approximately the 
amount as the United States, and a total of 55 nations are participating. 
scientific effort includes geophysical research related to the earth’s atmosphere 
in the fields of aurora and air-glow, ionospheric physics, meteorology, and solar 
activity and world days. It also includes geophysical research related to. the 
planet Earth in the fields of geomagnetism, glaceology, oceanography, seismology, 
and gravity. The information that will be obtained from the studies is expected 
to provide a storehouse of scientific souree records. 

The program for the United States is being handled by outstanding Americai 
scientists who are not regular employees of the Government. To identify then 
a list of the participating scientists is in the hearings starting on page 490. I 
was testified by Dr. Lloyd V. Berkner, president of the International Council of 
Scientific Unions, that it was his feeling that the flight of the first satellite wil 
represent a step forward in providing us with power in scientifie tools that is 
comparable to the invention of atomic energy, and Dr. Joseph Kaplan, Chairman 
of the United States National Committee for the International Geophysical 
Year, described the satellite program as the onening of perhaps the greatest new 
scientific effort we have had since the invention of the telescope. 


JUSTIFICATIONS 
II. Unrrep States PROGRAM FOR THE INTERNATIONAL GEOPHYSICAL YEAR 
1. SCHEDULE OF OPERATIONS 


The programs and projects presented in this estimate are fully a part of the 
total International Geophysical Year effort. This means that the United States 
is confronted with a more urgent timetable here than in the previously submitted 
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pasie program, and that special efforts on the part of the United States scientists 
will be required to meet the accelerated schedules. This also means that funds 
should be available in the current fiscal year, and that any delays in implementing 
the program will be of vital concern. For these reasons a supplemental budget 
must be presented for fiscal year 1956. 

The period of investigation ranges from July 1, 1957, through December 31, 
1958. By July 1, 1957, all stations must be installed, tested out, manned, and 
operating. In order to achieve this objective, the following sequence of events 
must take place. 

(1) To achieve fully operational status by July 1, 1957, there will be a 
period of at least 1 month of trial measurements and observations on a world- 
wide basis of the same character as those to be conducted during the formal 
i8-month period. This advances the date by which all stations must be 
operational to June 1, 1957. 

(2) To achieve operational status by June 1, 1957, the stations must be 
established from 3 to 6 months prior to that date so that scientific equip- 
ment can be tested at the observing locations before the program commences, 
Inasmuch as many stations are remote, January 1, 1957, is estimated as the 
safe date by which most scientific equipment and staff must be on site. 
This will allow 2 months for station installation, 2 months for scientific 
equipment testing on site, and 1 month for test observations to get ready for 
the June | to July 1, 1957, worldwide test period. 

3) To insure the arrival of staff and equipment by January 1, 1957, at 
the various sites, requires that equipment be procured (6 to 9 months), pre- 
tested (1 month), packed (1 month), and shipped (3 weeks). At the same 
time staff must be employed and must be used in the pretesting to insure full 
familiarity with the specific gear that each team will use. This means that 
orders for most equipment should already have heen placed, and that special 
efforts will have to be taken to restore the program to its normal schedule. 
Furthermore, at least some staff must be on hand to assist in following the 
progress of procurement, and subsequently to direct pretesting and the train- 
ing of additional staff. 

The above timetable is of critical importance. In practice, appreciable funds 
should have been obligated by January 1956 in order (i) properly to secure 
the best staff commitments by universities and institutions and (ii) to allow 
maximum time for equipment procurement. The problem of activating projects, 
involving both staffing and equipment procurement, is a difficult one from the 
standpoint of time; the availability of the funds budgeted in this document at the 
earliest possible time is necessary to secure leading scientists and to provide for 
the economical procurement of equipment and supplies. 


2. PREPARATION OF THE ESTIMATES 


The estimates contained herein are based upon the experience of a large number 
of universities, specialized research institutions, and Federal agencies in conduct- 
ing scientific programs which are in many respects similar to the observations to 
be carried out in the International Geophysical Year. The extent of this partici- 
pation, both within and outside the Government, is indicated in the listing of 
committee and technical panei members assisting the United States National 
Committee in planning, directing, and executing the International Geophysical 
Year program (see appendix A). Major Federal participation has been secured 
from such agencies as the United States Weather Bureau, the National Bureau 
of Standards, the United States Coast and Geodetie Survey, and the prineipal 
research laboratories of the Department of Defense. Costs of personal services 
are based upon Government or university salaries for similar positions; costs for 
almost all of the equipment are known fixed items, based upon long experience in 
procuring identical or closely similar instruments. ‘Travel costs have been ¢om- 
puted at rates allowed for Government employees and estimates based upon 
established common carrier rates. Transportation, costs of supplies and spare 
parts, costs for erecting shelters, etc., have been developed by individuals and 
institutions with long experience gained in the procurement of equipment already 
under order for the International Geophysical Year program. 

In this connection the experience gained up to the present time in procuring 
equipment and supplies for International Geophysical Year projects, and especially 
in launching the Antarctic aspects of the program, has been used to the fullest 
extent in developing the estimates contained herein, and results in even better 
accuracy for the present project figures. While this experience has demonstrated 
that some of the estimates in prior budget submissions were actually too low, such 
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discrepancies have been covered by adjustments to prior program plans. }, 
funds to cover these requirements are contained in the estimates for new projects 
presented in this document. 

As with the basic United States program, for which funds were appropriated in 
fiscal years 1955 and 1956 the substance of these programs and projects, and of the 
budgetary estimates, was developed after an exhaustive process of study. The 
United States National Committee (USNC) analyzed the resolutions and recom- 
mendations of the Rome and Brussels meetings and determined criteria of na- 
tional interest and worldwide program obligations by which to judge additions to 
the United States program. The Committee’s technical panels then examined 
in detail the positions and resolutions adopted by the international meetings 
within the criteria established by the USNC, and developed concrete recommenda. 
tions and budgets for new projects to be included in the United States Interna. 
tional Geophysical Year program. The United States National Committee 
assisted by its Secretariat, then reexamined the recommendations of the technical 
panels to integrate the requirements of separate programs, and to construct g 
minimum program which would fulfill the United States’ requirements and globa] 
responsibilities. The programs and budgets so constructed were then recom. 
mended to the National Science Foundation. The National Science Foundation 
staff and the National Science Board examined critically the findings of the 
United States National Committee before endorsing the Unternational Geo- 
physical Year program and estimates for submission to the Bureau of the Budget 
and the Congress. 


3. EXECUTION OF THE PROGRAM 


Conduct of investigations 


The program has been organized by projects within specific geophysical program 
fields, although there are many instances where projects in different fields will be 
undertaken on a coordinated basis for reasons of economy or efficiency. Assign- 
ment of projects to particular institutions has been made upon the recommenda- 
tions of a particular technical panel on the basis of the competence of staff and 
the experience of a given institution. The administrative arrangements are made 
by the National Science Foundation. Wide participation by scientists and institu- 
tions in the International Geophysical Year projects is now assured. The technical 
panels gave detailed study to this aspect of the program and made specific recom- 
mendations. The United States National Committee reviewed and approved these 
recommendations. In the vast majority of projects, scientists of the institutions 
which will undertake the projects, participated in or were consulted on develop- 
ment of the projects and budgets: acceptance of projects by the institutions was 
thus assured. 

While the conduct of the International Geophysical Year program and projects 
has been developed as described in the foregoing paragraph, these activities have 
generated remarkably widespread interest and enthusiasm for the International 
Geophysical Year not only by the participating institutions but also by a great 
number of other institutions throughout the country which have been performing 
research related to specific programs. It1s not yet possible to assess the full scope 
and significance of this interest in terms of additional contributions to the program. 
There is clear evidence that this interest on the part of other scientific institutions 
is still growing rapidly. It is the expectation and plan of the United States Na- 
tional Committee that measures will be taken to draw into the International Geo- 
physical Year program broad facets of this related work in all of the appropriate 
jnstitutions across the country. 


Progress of the United States program to date 


Considerable progress has been made toward activating the United States Inter- 
national Geophysical Year program. In fiscal year 1955 the Congress appro- 
priated $2 million primarily for long-lead time equipment and with these funds 
the program was launched. This money was used to initiate procurement of 
important rocket-launching facilities and to contract for delivery of the rockets 
themselves which, because of their intricacy, are essentially custom-built. Funds 
were also provided for the procurement of complex ionospheric sounding equip- 
ment which has a lead time of almost 2 years. Minor, but important, allocations 
were made for other time-consuming construction of equipment required in the 
aurora and airglow and solar activity programs. 

In fiscal year 1956 an additional $10 million was appropriated to provide for the 
balance of the program as then contemplated. These funds have been allocated 
for the support of the scientific projects and programs involved. Within this 
framework, and within the limit of funds available, the United States Interns 
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tional Geophysical Year program is now being carried out. Funds have been 
eranted to a large number of programs to cover the general initiation of procure- 
ment of many kinds of equipment and supplies which must be tested, calibrated 
and established at remote field locations in time for the beginning of the program, 

A regional committee for the Antarctic has been working for many months to 
coordinate and direct aspects of the program in that region, and similar groups 
have recently been activated for the equatorial, Arctic, and continental regions. 

Problems of the Antarctic program have required major attention during the 
past year, principally because of the time schedules involved in establishing facili- 
ties in this most difficult region of the world. The exploratory voyage of the 
U. 8. 8. Atka to Antarctica in the winter of 1954-55 represented the first step in 
the Antarctic program. This has been. followed by a full-fledged expedition, 
undertaken by the Navy, which sailed in November 1955 to establish the bases 
which scientists will take over next year. The maximum amount of program 
equipment and supplies, as well as logistic facilities, has been sent down to the 
Antarctic with the expedition. All of the remaining scientific equipment and 
supplies must be shipped in the fall of 1956, including those required for programs 
in this supplemental budget. 

The general program has been subject to continuous scrutiny and refinement 
during the time which has elapsed since it was last presented to Congress. The 
Committee’s technical panels have repeatedly examined their respective programs 
to insure the maximum intergration of projects both within the United States 
International Geophysical Year program and the international program, as it has 
developed as a result of recent international conferences at Rome and Brussels. 
The Executive Committee of the United States National Committee, the Com- 
mittee’s staffs, and the full United States National Committee have given atten- 
tion to overall coordination, and have closely scrutinized the planning and imple- 
mentation of individual programs and projects. The Committee has worked 
closely with the staff of the National Scientific Foundation in these reviews, and 
has recently made a formal report on the program status to the National Science 
Board. These reviews, together with formal progress and fiscal reports from par- 
ticipating institutions, and a vast amount of personal contact with participating 
project directors and institutions, will assure monitoring of the program as it 
moves into its operational phases, and will assure that the United States fulfills 
its global responsibilities in the International Geophysical Year program by a 
closely coordinated, efficient, and economical United States International Geo- 
physical Year program. 


Ill. THe SupPpLEMENTAL PROGRAM AND BUDGET 
1. SUMMARY OF SUPPLEMENTAL ESTIMATE 


As in the previous International Geophysical Year budget submissions, the 
primary emphasis remains on the several scientific fields, and the overall summary 
table below has been prepared on this basis. An approximate distribution of the 
International Geophysical Year supplemental program and budget by geo- 
graphical regions appears on the following page. 


| 
| 
Tate | Appropria- 
obauiie tions, fiscal Fiscal year 
require- year 1955 | 1956 supple- 
ments and fiscal mental 
year 1956 


Earth satellite _ x Jee ses} $8903, 000 }-..-........2.]} SI; aaen 
Aurora and airglow- en Nae aieee Wane ad Buenas 1, 896, 000 $1, 659, 000 | 237, 000 
Cosmic rays. _- ; ela ics Ries 1, 172, 800 1, 172, 800 iapioeiieall 
lonospheric physics ; : eee ; 3, 328, 600 2, 231, 600 1, 097, 000 
Meteorology - Ee S rane cdo 2, 722, 000 2, 083, 000 639, 000 
Solar activity and world days..........-.-.--..------------ | 381, 900 | 246, 900 135, 000 
Geomagnetism.__. a ; | 1, 614, 600 1, 424, 600 | 190. 000 
Glaciology ee vied a : 954, 000 388, 000 566, 000 
Oceanography - .--.--- Seales Sep banece | 2, 094, 000 230, 000 864, 000 
Seismology ee ei ka Fe Eee es = sind 966, 000 ie ee 66, 000 
SO” re aaa ee eho ‘ ; 552, 000 |--- . 552, 000 
Rocketry _____- a Se a ee ae al , 605, 800 | , 832, 800 773, 000 
World Archive and Data Center.............--.--------------] 944, 000 944, 000 





7 Subtotal sath ‘ cata 493, 700 , 268, 700 27, 225, 000 
echnical direction : vaaectayekaaanee : 1, 506, 300 731, 300 775, 000 





Total. : 40, 000, 000 | 2, 000, 000 | 28, 000, 000 
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IGY supplemental program requirements by regions 


Antarctic Arctic | Equatorial |Continental Total 


Aurora and airglow___- $135, 000 $102, 000 

Ionospheric physics 303, 000 60, 000 $393, 000 $341, 000 
Meteorology 327, 000 100, 000 50, 000 162, 000 
Solar activity and world days . es 135, 000 
Geomngnetism 2 172, 000 18, 000 

Glaciclogy 460, 000 106, 000 

Oceanography 161, 000 303, 000 £ , 000 

Seismology -- 440, 000 38, 000 23, 000 

Gravity-_- 160. 000 16, 000 204, 000 

Rocketry 7 310, 000 20, 000 91, 000 


Subtotal 2, 468, 000 763, 000 2, 361, 000 


Earth satellite 
World Archive and Data Center 


" 


Technical direction 


Total 2, 468, 000 763, 000 ; 000 1, 427 


2. PURPOSES OF THE SUPPLEMENTAL APPROPRIATION 


The general purposes of the supplemental request are summarized below: 

(a) Earth satellite —To provide funds for scientific aspects of the earth satellit 
program in the United States International Geophysical Year program. 

The program to launch earth satellite vehicles for scientific purposes, which was 
announced last summer by the United States Government, was initiated by the 
United States National Committee forthe IGY. The action by the United States 
National Committee stemmed from strong resolutions of the CSAGI at its Rome 
meeting in 1954. While logistic support for the launching of the orbiting vehicles 
vill be a function of the Department of Defense, the IGY program provides for 
funding the conduct of the scientific experiments. 

(b) Additional studies and stations.—To provide, in accordance with the recom- 
mendations of the Special International Committee for the IGY, for the conduct 
of additional geophysical studies by the United States to supply data not con- 
templated in the original International Geophysical Year plan and to fiil gaps i: 
the chain of stations originally planned. 

Antarctic program: The program includes the estaklishment of United States 
stations on the Knox coast and the Weddell Sea area, and a cooperative statio: 
with New Zealand at Cape Adare. Cross continental traverses will be made 
during which glaciological, seismological, and gravity measurements will be car- 
ried out. Seismic observations are planned at the Byrd, Pole, and Knox coast 
stations. 

Arctic program: Further program details revealed at the Brussels meeting 
emphasized that the United States had not taken full advantage of the planned 
work of other nations in the Arctic. The revelation at Brussels of a full-scale 
Russian program in these regions offers the prospect of major advances in under- 
standing the geophysics of this region if the United States increases its program 
to provide full coverage. The program contemplates augmentation of the United 
States Arctic program in the fields of aurora, ionospheric physies, geomagnestin, 
glaciology, meteorology, and oceanography. A new program of seismological! 
investigations in accordance with CSAGI recommendations is also included. 

Equatorial region program: Rome meeting resolutions, reaffirmed at the 
Brussels Conference, call for more adequate coverage of the equatorial Pacific 
and Atlantic. Additional tide and surge stations are planned for the United 
States oceanography program, and a minimum program in rocket firings on Guam 
has been added in response to strong CSAGI recommendations. New techniques 
in radiochemistry resulted in a recommendation which led to an addition of a 
subprogram of oceanography. Gravity and seismic measurements are included, 
with the prospect that ships operating in equatorial waters offer the assurance of 
important advances in these fields at minimum cost. 

Continental program: In ionospheric physics CSAGI urged the investigation 
of a new phenomenon known as whistlers which has important implications i! 
radio communications and geomagnetism. In meteorology and solar physics new 
measurements devices assure the prospect of valuable increases in the data to b 
taken at stations already in the program. Minor but important additions i 


rocketry, meteorology, solar physics, and ionospheric physics are therefore in- 


cluded in the United States program. 
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The basic consideration common to the above is adequate coverage in all 
disciplines and all geographic areas included in the IGY. Only by such coverage 
can We insure that the program of the United States and the total international 
program are fully effective. Since the IGY offers a once-in-a-generation oppor- 
tunity to obtain worldwide observations in geophysics, it is essential that the 
United States cooperate to the fullest with other participating nations to make 
the most of the opportunity. 

(c) World Data Center.—To provide funds for a World Archive and Data 
Center in the United States which will be a repository for all source records and 
data: tabulations developed by all nations participating in the International 
Geophysical Year. 

The program includes funds for the establishment of a World Archive and 
Data Center in the United States. The Brussels Conference strongly urged the 
establishment of 3 or 4 such centers; the U. 8. 8S. R. is the only other nation 
so far that has definitely announced its intention to establish one. The center 
will constitute a repository of IGY source data and tabulations from all countries 
participating in the IGY. 

(1) Deep current oceanography.—Included in this supplemental estimate, and 

distributed among the geographic areas described above, is an amount of $1 
million for the basic program of deep current oceanography which was deleted 
from the program because of the $1 million reduction imposed by the Congress 
in the fiseal year 1956 appropriation, ‘National Science Foundation, International 
Geophysical Year.”’ 
Because the budget estimate represented the minimum requirements for each 
program, it was impossible to pro rate the reduction among the programs. The 
nly alternative was the elimination of a complete program. Accordingly, it was 
lecided that the program of deep current oceanography in the Atlantic, Pacific, 
and Antaretie cireumpolar currents would be eliminated from the programs cov- 
ered by the 1956 regular appropriation. 

The deletion of this program precludes the development of global information 

ocean levels, tides, and current flows, all of which affect sea transvortation and 
he economies of the nations and peoples bordering the seas, and will thus redrce 

effectiven ‘ss of all oceanographic observations not only in the United States 
rogram but also in the programs of other nations. Because of these implications 
t is believed that it is crucial to the interests of the United States and the IGY 
to retain the deep current oceanography program, and accordingly the required 
finds are again being requested. 


3. NEED FOR SUPPLEMENTAL APPROPRIATION IN FISCAL YEAR 1956 


lhe observations connected with the IGY program will officially begin on July 1 
1957. This deadline has required that maximum quantities of equipment, 


ilities, and supplies for the Antarctic be shipped with the Navy task force 
ich departed in November 1955. The balance, including all requirements 


for t} 


the additional Antarctie stations, must be shipped in October and November 


1956. Equipment, supplies, and facilities for other stations and other areas in 
the United States program will also have to be available by the same dates, and 
some of the more inaccessible stations will require even more prompt action. To 
adhere to these schedules it is necessary to the success of the United States pro- 
gram that funds be available early in calendar year 1956. This critical timetable 
req iring immediate activation of projects, is described in section II—1, “Schedule 
of operations.”’ 


4. GENERAL FISCAL ASPECTS OF THE PROGRAM 


In a nonrecurring program, as contrasted with the operations of a Government 
agency where programmatic and budgetary policies are long established and well 
known, it seems appropriate to set forth specifically the basic fiscal considerations 
and assumptions underlying the preparation of budget estimates. For the 
International Geophysical Year program, these include: 

_ Federal civilian employment: The program is not expected to add personnel to 
Federal civilian employment. The research field program terminates in 1959 so 
that considerations of permanent employees, Federal or otherwise, are not in- 
volved. While no permanent Federal civilian employment is involved, there will 
be negligible numbers of positions for which Federal personnel on term appoint- 
nents will be required. 

Travel: Travel estimates for grantee institution personnel are based on the cost 
ol common-earrier transportation plus estimated expenses. At isolated stations 
provision is made for rotation of personnel after the first vear. At stations with 

74919—56——14 
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adequate housing facilities, provision is made for transportation of one dependent 
to and from stations. For personnel in the Antarctic program, travel costs are 
estimated from the home station to port of embarkation and return. 

Transportation of things: Transportation costs have been based on the experi. 
ences of organizations familiar with the transportation of identical or similar types 
of equipment and materials. Where no similar experience data are available 
transportation costs have been computed on the basis of 15 percent of value for 
overseas shipments and 5 percent of value for shipments within the United States 

Data reduction and publication: In order that data collected in the course of 
the International Geophysical Year shall be available promptly to the scientific 
community for further study and analysis, it is necessary that in each major pro- 
gram a data reduction and publication project be established. The staffs work. 
ing on this pro‘ect, which generally will consist of one or more technicians, wil 
be needed for approximately one-quarter of a year after the completion of the 
experimental program. In addition to the salary costs involved, provision has 
also been made for publication of the data. 

Provision is not made in this budget request for final publication of research 
papers. Judging from the Second Polar Year, much activity will begin after the 
data reduction and publication projects have been completed and will continue 
formany years. The research costs, and the preparation and publication of papers 
will be assumed by individual scientists and their institutions. (The estimated 
costs for these latter activities will total many millions: in effect, this represents 
another contribution by private institutions and individuals to the overall IGY 
program.) 

Schedule of expenditures: The need for the estimated funds in this supple- 
mental budget during fiscal vear 1956 is predicated upon the critical timetable con- 
fronting the United States in its execution of the program. This timetable, pre- 
sented above in section IIT, discloses that substantial obligations for purchase of 
technical equipment in the basic budget have already been necessary, and that 
funds requested in the supplemental budget will be required as soon as they can be 
made available for expenditure. 


5. DETAILS OF THE ESTIMATES BY TECHNICAL FIELDS AND GEOGRAPHIC AREAS 


On the following pages, the details of the United States supplemental program 
are set forth by technical fields, divided where meaningful into the four geographi- 
calareas of Antarctic, Arctic, equatorial and continental; a regional division is not 
possible in the case of funds for the satellite, the World Archive and Data Center, 
or technical direction. An introductory section explaining the program back- 
ground in each field is followed by a statement of the need for, and content of, the 
supplemental request for that field. 


Total IGY program requirements by regions 





| | 
Antarctic | Arctic | Equatorial Continental) Total 
| | 


Aurora and airglow $525, 000 | $1, 134, 000 | $237,000 $1, 896, 00 
Cosmic rays- ---- 78, 000 162,600 | $143,000 789, 200 1, 172, 80 
Ionospheric physics i | 990, 000 129, 000 1, 093, 000 1, 116, 600 3, 328, 601 
Meteorology 5 1, 641, 000 100, 000 | 206, 000 775, 000 2, 722, 000 
én 15, 000 366, 900 381, 900 
Geomagnetism - - - - 346, 000 41, 000 1, 614, 600 
Glaciology 707, 000 217, 000 30, 000 954, 000 
Oceanography é 161, 000 323, 000 Sait eeceee || ~ aan 
BONNEY... ccc ccwanon= on | 440, 000 38, 000 123, 000 365, 000 966, 000 
| eS er ; -| 160, 000 16, 000 204, 000 172, 000 552, 000 
Rocketry 310, 000 1, 708, 800. 191, 000 396, 000 2, 605, 800 





Subtotal ‘ | 5,358, 000 | | 4,075,000 | 4,288,700 | 18, 287, 700 
Earth satellite illo aa td d 19, 262, 000 
World Archive and Data Center wane 944, 000 
Technical direction...........--.-.------ Ble ens eet Be | 1, 506, 300 





40, 000, 000 
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NATIONAL ScIENCE FOUNDATION, WASHINGTON 25, D. C. 


International Geophysical Year supplemental program requirements by region 


| 
Equa- | Conti- | 
| torial nental 


Antare- | 


tic Arctic 


| 
Other Total 


| 

1, Geophysical researc h related to the | 
earth’s atmosphere: | } 
(a) Basic atmospheric research: gl 

) | 

| 

| 

| 


| 
Aurora and airglow_____---| $135,000 | $102, 000 0 | 0 | $237,000 


Ionospheric physics - - - | 303,000 | 60,000 | $393,000 | $341, 000 0 | 1,097, 000 
Solar activity and world | | | 


days seh 0 | 0] 0 | 135,000 | 0| 135,000 


Subtotal - - - _.....| 438,000 | 162,000 | 393, 000 | 476, 000 | 0 | 1,469, 000 
») Earth satellite rents 0 0 0 0 |$19,262,000 |19, 262, 000 


Subtotal seteseuee 438, 000 162,000 | 393, 000, 476, 000 19, 262, 000 |20, 731, 000 


9, Geophysical research related to the i 
planet earth: 
Meteorology - - - -...--..----} 327,000 | 100,000 | 50,000 | 162,000 639, 000 
Geomagnetism 172, 000 18, 000 | 0 0 | | 190,000 
Glaciology... | 460,000 | 106, 000 | 0 0 | | 566, 000 
Oceanography ---- | 161,000 | 303,000 |1, 400, 000 0 | | 1, 864, 000 
Seismology | 440, 000 38,000 | 123,000 | 365, 000 | 966, 000 


| 


Gravity -- ee eas | 160,000 | 16, 000 204, 000 172, 000 | 


Subtotal --- —— --\1, 720, 000 581, 000 i 777, 000 699, 000 





3. Related scientific support activities: | | | 
Rocketry | 310,000 | 20,000 | 191,000 | 252, 000 773, 
World Archive and Data Center---| 0 0 | 0 0 944, a | 944, 000 


20, 000. | 191, 000 252, 000 944, 000 | 1, 717,000 
0 | 0 0 775,000 | 775, », 000 


Subtotal. _- | 310, 000 
4, Scientific direction and administration | 


53 
TOME wanes ee m0 | 763, 000 2,6 000 |1, 427,000 |20, 981, 000 \28, 000, 000 


Earth satellite program—Breakdown of estimate 


| | | ae 

| | | | 

| Launch- | Satellite | Radio | | Orbit | onions: 

| ing and | instru- | tracking | Optical | compu- Pena Total 
propul- | menta- | and tele-| tracking | tation 


lati 
and data| Mion 


sion | tion metering | 
siemtaatiil ded 
| 


$53, 000 Bt ; _.'$1, 365,000 | $936,000 | $279, 500 | | $90,000 |$2, 723, 500 


273,000 | 240,000 } 30,000 | 26,000} 572,000 


Communications-- 54, 000 49, 000 19, 500 | 5, 000 | 129, 500 
Supplies and materials 31,000 |_--- ..| 450,000 | 393,000 


| 

| 

. | 
Tre ans porte ation of things___- 360, 000 84, 000 5, 000 4 454, 000 
Equipment and facilities __--- os 090, 000 11, 410,000 |4, 834, 000 |1, 296, 000 


64, 000 | 8,000 | 946, 000 
804, 000 | 3,000 |14, 437, 000 


pyeenrer i, 410, 000 0 |7, 336, 000 | |2, 998, 000 |1, 202, 000 | 132,000 119, 262, 000 
| 


| 





2. USNC EXECUTIVE COMMITTEE 


Dr. Joseph Kaplan, Chairman, University of California, Los Angeles 
N. C. Gerson, recording secretary, Geophysics Research Directorate, Air Force 
Dr. L. V. Berkner, vice president of the Special Committee for the IGY 
Dr. L. M. Gould, Carleton College 
Mr. Hugh Odishaw, National Academy of Sciences, USNC-IGY 
Dr. F. W. Reichelde fer, United States Weather Bureau 
\. H. Shapley, National Bureau of Standards 
Dr. Athelstan F. Spilhaus, University of Minnesota 
Dr. Merle A. Tuve, Carnegie Institute of Washington 
Alternates, consultants, and ex officio members: 
Dr. B. T. Bobrov nikoff, Ohio State University 
Dr. J. Wallace Joyce, National Science Foundation 
Dr. E. H. Vestine, Carnegie Institution of Washington 
Dr. A. L. Washburn, Dartmouth College 
Dr. Harry Wexler, United States Weather Bureau 
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3, USNC ANTARCTIC COMMITTEE 


Richard E. Byrd, Honorary Chairman, United States Navy (retired) 
Dr. L. M. Gould, Chairman, Carlton College 
a Bernt Balehen, United States Air Force 
Capt. R. B. Black, Department of the Navy 
Edwin Crowley, Department of State 
Adm. George Dufek, Department of the Navy 
N. C. Gerson, Geophysies Research Director, Air Force 
A. H. Shapley, National Bureau of Standards 
Dr. P. A. Siple, Department of Defense 
Dr. A. L. Washburn, Dartmouth College 
Consultants: 
J. Glenn Dyer, United States Weather Bureau 
W. O. Field, American Geographical Society 
Capt. Finn Ronne, Department of the Navy 
Dr. Harry Wexler, United States Weather Bureau 


4. USNC DATA PROCESSING COMMITTEE 


Mr. W. A. Wildhack, Chairman, National Bureau of Standards 
Dr. John C. Bellamy, Cook Research Laboratories 
Dr. F. N. Frenkiel, Applied Physies Laboratory 
Dr. H. E. Landsberg, United States Weather Bureau 
Dr. Ralph J. Slutz, National Bureau of Standards 
Consultants: 
Julius F. Bosen, United States Weather Bureau 
Dr. H. K. Skramstad, National Bureau of Standards 
Joshua Stern, National Bureau of Standards 


5. USNC TECHNICAL PANELS 
5.1 Aurora and Airglow 


. Chapman, University of Alaska 
C T. Elvey, University of Alaska, College, Alaska 
C. W. Gartlein, Cornell University, Ithaca, N. Y. 
J. Kaplan, University of California, Los Angeles, Calif. 
A. B. Meinel, Yerkes Observatory, Williams Bay, Wis. 
D. H. Menzel, Harvard University, Cambridge, Mass. 
N. J. Oliver, AF Cambridge Research Center, Mass. 
A. M. Pete om Stanford University, Stanford, Calif. 
F. H. Roach, National Bureau of Standards, Boulder, Colo. 
R. Tousey, Naval Research Laboratory, Washington, D. C. 
B. H. Vestine, Carnegie Institute of Washington, Washington, D. C 
Consultants: 
K. Berkey, Colgate University, New York 
J. W. Chamberlain (alternate) Yerkes Observatory, Williams Bay, Wis. 
G. Gordon Little, University of Alaska, College, Alaska 


5.2 Cosmie Rays 


s. E. Forbush, Carnezie Institute of Washington, D. (¢ 

S. A. Korff, New York University, New York, N. Y. 

H. V. Neher, California Institute of Technolog ry, Pasadena, Calif, 

I. P. Ney, University of Minnesota, Minneapolis, Minn. 

J. A. Simpson, University of Chicago, Chicayo, II. 

S. F. Singer, University of Maryland, College Park, Md. 

J. A. Van Allen, State University of Iowa, Iowa City 

Consultants: 
R. J. Mackin, .Ir., Office of Naval Research, Washington, D. ¢ 
W. J. Otting, Jr., Air Research and Developm :*nt Command, Baltimore, ! 
M. M. Shapiro, Na\ al Research Laboratory, Washin-ton, 1), ¢ 
D. L. Worf, Atomie Ener,y Commission, Washington, D. ( 


5.3 Earth Satellite 


J. Kaplan, University of California, Los Angeles, Calif. 
H. E. Newell, Jr., Naval Research Laboratory, Washington, D. C. 
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H, Odishaw, National Academy of Sciences, Washington, D. C. 

‘4 H. Pickering, California Institute of Technology, Pasadena, Calif. 
» W. Porter, General Electric Co., New York, N. Y. 

i. F, Spilhaus, University of Minnesota, Minneapolis, Minn. 

L, Spitzer, Jr., Princeton University, Princeton, N. J. 

J. A. Vi anAllen, State University of Iowa, Iowa City, Iowa. 

k. L. Whipple, Harvard University, C ambridge, Mass. 


5.4 Geomagnetism 


L. R. Alldredge, Naval Ordnance Laboratory, Silver Spring, Md. 
\. M. Elsasser, University of Utah, Salt Lake City, Utah. 
&, 0. Hulburt, Naval Research Laboratory, Washington, D. C. 
k. R. Revelle, Scripps Institute of Ocean, La Jolla, Calif. 
E. B. Roberts, United States Coast and Geodetic Survey, Washington, D. C. 
\\. A. Tuve, Carnegie Institute of Washington, W ashington, BD: C. 
\. Vacquier, New Mexico Institute of Mining and Technology, Socorro, N. Mex. 
£. H. Vestine, Carnegie Institute of Washington, Washington, D. C. 
Consultants: 
r. MeNish, National Bureau of Standards, Washington, D. C. 
. Nelson, United States Coast and Geodetic Survey, W ashington, D.C. 


5.5 Glaciology 


W. O. Field, American Geographic Society, New York, N. Y. 
Ff. Press, California Institute of Technology, Pasadena, Calif. 
G. Rigsby, snow, ice, and permafrost estimator, Wilmette, III. 
R. P. Sharp, California Institute of Technology, Pasadena, Calif. 
P. A. Siple, Department of Defense, Washington, D. C. 
L. Washburn, Dartmouth College, Hanover, N. H. 
Consultants: 
RK. F. Flint, Yale University, New Haven, Conn. 
R. P. Goldthwait, Ohio State University, Columbus, Ohio. 
D. Linehan, 8. J., Weston Observatory, Weston, Mass. 


5.6 Ionospheric Physics 


H. G. Booker, Cornell University, Ithaca, N. Y. 
F, Dickson, Signal Corps Radio Propagation Agency, Fort Monmouth, N 
kh. A. Helliwell, Stanford University, Stanford, Calif. 
\l. G. Morgan, Dartmouth College, Hanover, N. H. 
W. Pfister, AF Cz umbridge Research Center, Cambridge, Mass. 
\. H. Shapley, National Bureau of Stand: ards, Boulder, Colo. 
.. J. Slutz, National Bureau of Standards, Boulder, Colo. 
H. Waynick, Penn State College, State College, Pa. 
H. W. Wells, Carnegie Institute of Washington, Washington, D. C. 
Consultants: 
H. W. Curtis, Dartmouth College, Hanover, N. H. 
H. E. Dinger, Naval Research Laboratory, Washington, D. C. 
\. G. Jean, National Bureau of Standards, Boulder, Colo. 
\. M. Peterson, Stanford University, Stanford, Calif. 


5.7 Longitude and Latitude 


Aslakson, Air Force Missile Test Center, Patrick Air Force Base, Fla. 
Clemence, Naval Observatory, Washington, D. C. 

larkowitz, Naval Observatory, Washington, D. C. 

. Riee, United States Coast and Geodetie Survey, Washington, D. C. 


T 
i. 
’ 


5.8 Meteorology 


( R. Dale, Department.of the Navy, Washington, D. C. 

k. D. Fletcher, Air Weather Service, 'W ashington, D. C. 

8. Haurwitz, New York University, New York, N. Y. 

)) ob Leipper, A. and M. College of Texas, College Station, Tex. 
Sverre Petterssen, University of Chicago, Chicago, IIl. 

H i ee rr, U nited States Weather Bureau, Washington, D. C. 
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R. White, Air Foree Cambridge Research Center, Cambridge, Mass. 
Consultants: 

J. H. Hughes, Office of Naval Research, Washington, D. C. 

J. Mirabito, United States Navy, Washington, D. C. 

R. N. Culnan, United States Weather Bureau, Washington, D. C. 


5.9 Oceanography 


M. Ewing, Lamont Geological Observatory, Palisades, N. Y. 
R. H. Fleming, University of Washington, Seattle, Wash. 
C. O’D Iselin, Woods Hole Oceanographic Institution, Woods Hole, Mass. 
D. F. Leipper, A. and M. College of Texas, College Station, Tex. 
G. Lill, Office of Naval Research, Washington, D. C. 
R. R. Revelle, Scripps Institution of Oceanography, La Jolla, Calif. 
FE. H. Smith, Woods Hole Oceanographic Institution, Woods Hole, Mass. 
Consultants: 
W. D. Claus, Atomic Energy Commission, Washington, D. C. 
J. R. Cloyd, Transportation, Research and Development Command, fF 
Eustis, Va. 
B. K. Couper, Bureau of Ships, Department of the Navy, Washington, D. (. 
L. P. Disney, United States Coast and Geodetic Survey, Washington, D. (. 
J. Lyman, Hydrographic Office, Department of the Navy, Washington, D.C. 
R. C. Vetter, Office of Naval Research, Washington, D. C. 
L. A. Walford, Department of the Interior, Washington, D. C. 


5.10 Rocket Exploration 


W. Berning, Ballistic Research Laboratory, Aberdeen Proving Ground, Aberdeen, 
Md. 

W. G. Dow, University of Michigan, Ann Arbor, Mich. 

N. C. Gerson, Air Foree Cambridge Research Center, Cambridge, Mass. 

B. Haurwitz, New York University, New York, N. Y. 

J. Kaplan, University of California, Los Angeles, Calif. 

H. E. Newell, Jr., Naval Research Laboratory, Washington, D. C. 

W. oi National Advisory Committee on Aeronautics, Washington, 
D ¥ 


S. F. Singer, University of Maryland, College Park, Md. 
W. Stroud, Evans Signal Laboratory, Fort Monmouth, N. J. 
J. A. Van Allen, State University of Lowa, Iowa City, Iowa 
F. L. Whipple, Harvard University, Cambridge, Mass. 
P. H. Wyckoff, AF Cambridge Research Center, Cambridge, Mass. 
Consultants: 
L. M. Jones, University of Michigan, Ann Arbor, Mich. 
H. K. Kallmann, the Rand Corp., Santa Monica, Calif. 
F. B. McDonald, State University of lowa, Iowa City, Iowa 
R. M. Slavin, AF Cambridge Research Center, Cambridge, Mass. 
J. W. Townsend, Jr., Naval Research Laboratory, Washington, D. C. 
N. W. Spenser (alternate), University of Michigan, Ann Arbor, Mich. 


5.11 Seismology and Gravity 


R. F. Beers, Rensselaer Polytechnical Institute, Troy, N. Y. 

H. Beinoff, California Institute of Technology, Pasadena, Calif. 

D. 8. Carder, United States Coast and Geodetic Survey, District of Columbia. 
A. P. Crary, AF Cambridge Research Center, Cambridge, Mass. 

M. Ewing, Lamont Geological Observatory, Palisades, N. Y. 

W. O. Field, American Geographical Society, New York, N. Y. 

J. B. Macelwane, S. J., St. Louis University, St. Louis, Mo. 

D. A. Rice, United States Coast and Geodetic Survey, Washington, D. C. 
H. E. Tatel, Carnegie Institute of Washington, Washington, D. C. 

M. A. Tuve, Carnegie Institute of Washington, Washington, D. C. 

G. P. Woollard, University of Wisconsin, Madison, Wis. 


5.12 Solar Activity 
H. Babcock, Mount Wilson Observatory, Pasadena, Calif. 


J. W. Evans, Upper Air Research Observatory, Sunspot, N. Mex. 
L. Goldberg, University of Michigan, Ann Arbor, Mich. 
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J, P. Hagen, Naval Research Laboratory, Washington, D. C. 
g B. Nicholson, Mount Wilson Observatory, Pasadena, Calif. 
W. 0. Roberts, High Altitude Observatory, Boulder, Colo. 

A. H. Shapley, National Bureau of Standards, Boulder, Colo. 


5.13 World Days and Communications 


J. W. Evans, Upper Air Research Observatory, Sunspot, N. Mex. 
A. B. Meinel, Yerkes Observatory, Williams Bay, Wis. 
M. G. Morgan, Dartmouth College, Hanover, N. H. 
H. B. Newell, Jr., Naval Research Laboratory, Washington, D. C. 
A. H. Shapley, National Bureau of Standards, Boulder, Colo. — 
The following list of institutions is suggestive of the many_which will”assume 
major scientific roles in the IGY program: 


Field Institutions 

Astro-geophysies ! Air Force Cambridge Research Center, American 
Geographical Society, Carnegie Instit::tion of Wash- 
ington, Cornell University, High Altitude Observa- 
tory, Mount Wilson Observatory, National Acad- 
emy of Sciences, National Bureau of Standards, Ohio 
State University, St. Louis University, University 
of California, University of Colorado, University of 
Hawaii, University of Michigan, University of Min- 
nesota, University of Wisconsin. 

Meteorology - - Air Weather Service, Department of Navy, New York 
University, University of Chicago, U. 8S. Coast and 
Geodetic Survey, U. 8S. Weather Bureau. 

Oceanography-glaciology.. Air Force Cambridge Research Center, American 
Geographical Society, Arctic-Desert-Tropic Infor- 
mation Center, Arctic Institute of North America, 
California Institute of Technology, Columbia Uni- 
versity, Cornell Aeronautical Laboratories, Inc., 
Department of Army, Harvard University, Lafay- 
ette College, Lamont Geological Observatory, Mon- 
santo Chemical Co., National Park Service, Naval 
Electronics Laboratory, Pennsylvania State College, 
Ronne Antarctic Research Expedition, Rutgers 
University, Scripps Institution of Oceanography, 
Sierra Club, Snow Ice and Permafrost Research 
Establishment, State University of New York, 
Texas Agricultural and Mechanical Research Foun- 
dation, Tufts College, U. S. Geological Survey, 
University of Alaska, University of Chicago, Uni- 
versity of Massachusetts, University of Minnesota, 
University of Washington, University of Wisconsin, 
Whittier College, Woods Hole Oceanographic Insti- 
tution. 

Air Force Cambridge Research Center, Carnegie 
Institution of Washington, Central Radio Propaga- 
tion Laboratory, Cornell University, Dartmouth 
College, Massachusetts Institute of Technology, 
National Bureau of Standards, Pennsylvania State 
University, Signal Corps (Fort Monmouth), Stan- 
ford University, University of Alaska. 
Air Force Cambridge Research Center, American 

Association of Variable Star Observers, Carnegie 
Institution of Washington, Cornell University, 
Harvard University, National Bureau of Stand- 
ards, Signal Corps (Evans Laboratories), Stanford 
University, State University of Iowa, University 
of Alaska, University of Chicago. 

‘ Solar activity and world days. 
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Field Institutions 

Geomagnetism __- -.-- Carnegie Institution of Washington, National Bureg) 
of Standards, Naval Ordnance Laboratory, No, 
Mexico Institute of Mining and Technology 
Scripps Institution of Oceanography, U. S. Coasi 
and Geodetic Survey, University of Californjy 
University of Denver. 

Cosmic rays ’ _ Air Force Cambridge Research Center, Bartol Rp 
search Foundation, California Institute of Tech. 
nology, Carnegie Institution of Washington, Cory), 
University, Harvard University, National Institute: 
of Health, Naval Research Laboratory, New York 
University, University of Alaska, University 
California, University of Chicago, University 
Colorado, University of Maryland, University 
Minnesota, University of Nebraska, University 
Washington. 

tocket exploration and Air Force Cambridge Research Center, Boston Upi. 

earth satellite. versity, Harvard University, Naval Research Lab. 
oratory, New York University, Rhode Island State 
University, Signal Corps Engineering Laboratories 
State University of Iowa, Tufts College, Universit, 
of California, University of Colorado, University of 
Denver, University of Maryland, University of 
Michigan, University of Puerto Rico, University of 
Utah. 

Gravity _ Arctic Institute of North America, Boston College, 
Carnegie Institution of Washington, Lamont (Geo- 
logical Observatory, University of California, 
University of Wisconsin. 

Seismology ....-- Aretic Institute of North America, Boston College, 
California Institute of Technology, Carnegie Insti- 
tution of Washington, Lamont Geological Obserya- 
tory, Snow Ice and Permafrost Research Esiablish- 
ment, U. S. Coast and Geodetic Survey, University 
of Wisconsin. 


ol 


APPROPRIATION REQUESTS 


Senator Macnuson. Dr. Waterman, do you have a statement? 

Mr. WATERMAN. Yes, sir. 

Senator Macnuson. You requested an additional amount of $28 
million for the Geophysical Year program. Last year $2 million was 
appropriated in the supplemental and $10 million in the regular bill 
The largest item in the present request is $19,262,000 for the earth- 
circling ‘satellite program. The House approved $2 million less than 
requested. In other words, they approved $17 million, is that correct? 

Mr. Waterman. The House approved $26 million for the total 
program. 

Seator Macnuson. And the whole amount was $28 million? 

Mr. WATERMAN. Yes, sir. 

Senator Macnuson. You are requesting, I understand, a restora- 
tion of the $2 million? 

Mr. Waterman. That is right. 

Senator Macnuson. We would like to hear from you on that. 

Mr. WaterMaAN. I have a brief statement, Mr. Chairman, if you 
care to hear it and I would like to be followed by Dr. Joseph Kaplan, 
who is Chairman of the United States National Committee for the 
International Geophysical Year. 

Senator Magnuson. That is a nongovernmental committee? 

Mr. WaTerRMAN. Yes, sir, under the National Academy of Sciences. 
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Senator MaGnuson. It is an advisory committee? 
Mr. WarerMAN. Yes. They handle the planning and the inter- 
national arrangements for the scientific program. 
Senator MaGnuson. Very well. 


GENERAL STATEMENT 
INTERNATIONAL GEOPHYSICAL YEAR 


Mr. WaterMAN. Mr. Chairman and members of the committee, 
the National Science Foundation is appearing before you today to 
request that the appropriation for the International Geophysical 
Year be restored to the $28 million contained in the President’s 
budget as opposed to the $26 million recommended by the House. 

The report accompanying the second supplemental appropriation 
bill for 1956 states in part 
The committee has approved all parts of the research program presented in the 
budget estimate, but believes that economies can be made that will in no way 
affect the total program. 

We greatly appreciate this endorsement of the United States 
program for the International Geophysical Year, but we do not 
believe that economies can be made that will result in a saving of 
$2 million without adversely affecting the United States program and, 
in turn, the international program for IGY. 


WORLDWIDE SCIENTIFIC EFFORT 


As you know, the International Geophysical Year is a worldwide 
scientific effort in geophysics that has been developing over the past 
several years. During this period, scientists of more than 50 nations 
have worked together to develop an international program and to 
weld the plans of the individual nations into what is the most com- 
prehensive and far-reaching scientific project ever undertaken. 

The wholehearted acceptance of responsibility by the participating 
nations has been amazing indeed. No one nation has been required 
to bear more than a fair share of the work or the cost involved in 
assuring an adequate scientific program. To date, $12 million has 
been appropriated for the United States program. On a per capita 
basis, other nations are contributing equally as much and some 
nations are contributing more. 


BRUSSELS MEETING 


In September of last year the participating nations met in Brussels 
for a final review of the international program. As a result of this 
meeting, the chief gap areas, both geographic and scientific, were 
identified and recommendations were made for the addition of new 
programs, as well as the expansion of programs previously approved. 
Undoubtedly, the most significant addition to the United States 
program is the plan to launch an earth satellite, a project which excites 
the imagination since it could well be the first major step in man’s 
allempt to conquer space. 
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EARTH SATELLITE PROGRAM 


Of the $28 million request in the supplemental bill, over $19 million 
is for the earth satellite program. The remaining $9 million js yo. 
quested to cover either new scientific programs, suc th as Seismology 
or gravity measurements, or the expansion of existing programs 
primarily in remote geographical areas such as the Antarctic. the 
Equatorial Pacific, and the Arctic. The entrance of a number of 
new nations into the IGY program has not only made it feasible by; 
has also made it highly advisable for the United States to expand its 
program in these remote areas. One of the most important ney 
nations entering is the U.S. S. R. 


ACCURACY OF ESTIMATES 


In developing the budget estimates for the United States IGY pro. 
grams, the Foundation has had the benefit of the experience of liter. 
ally hundreds of people, experts in planning, procurement and staffing 
in each of the fields of geophysics. Our experience with the $12 
million appropriated to date indicates that our estimates have been 
extremely accurate, thanks to the breadth of knowledge available to 
assist us in developing the budget. 

This was possible because the scientific techniques and instruments 
which will be used for the observations which make up the Inter- 
national Geophysical Year program are not radically different from 
those used regularly by Government organizations and by educational 
institutions. For example, the National Bureau of Standards regu- 
larly supports a program of ionospheric physics; the Coast and Geo- 
detic Survey conducts geomagnetic studies; the Department of 
Defense carries on rocket experiments; and the Weather Bureau has 
a broad program in meteorology. In other fields, such as cosmic rays, 
aurora, and airglow, and glaciology, many of the Nation’s universities 
have long experience in conducting observations requiring similar 
facilities to those included, in the IGY. The experience of all such 
organizations was available in developing the previous budget esti- 
mates and the request now before you. 

Within each scientific program, technical panels of experts from 
universities and Government agencies were established under the 
auspices of the United States National Committee for the IGY to 
plan the details of the program and to determine costs. The extent 
of this participation is indicated in the lists of memberships of the 
technical panels included on pages 160 through 163 of the budget 
justification. Each major item of equipment was priced on the basis 
of actual experience in procuring similar equipment. Personnel costs 
were based on Government salaries for similar types of positions. 
Travel costs were computed for each program and each station on 
the basis of Government allowances for travel. In all instances 
every effort has been made to keep costs at a minimum without 
affecting the scientific integrity of the program. 

We must remember that the International Geophysical Year is 8 
one-time program, covering a period of only 1% years and for which 
the timing is dictated by ‘the existence of certain solar phenomena 
that will recur only at very long intervals. Therefore, unlike many 
other programs, it cannot be exte ended over a longer period or delayed 
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in the hope of obtaining additional funds in subsequent fiscal years. 
The IGY observations offic ially begin on July 1 of next year. 


ANTARCTICA ACTIVITIES 


Long before that time the scientific equipment must be in place and 
the scientists and technicians trained and ready to begin observations. 
Therefore, time to revise either national or intern: ational plans has just 
about runout. For example, one of our major efforts is in Antarctics 
The material and equipment for the additional scientific observations 
covered by this supplemental budget must be ready for shipment to 
Antarctica by this coming fall. In the other programs hundreds of 
items of scientific equipment must be designed, built, tested, packaged, 
and shipped to areas all over the world. They must then be installed 
and tested at the site and made ready to begin scientific observations 
on July 1. Scientists and technicians must be rec “noe trained, and 
transported to the observation stations prior to July 1 


EFFECT OF REDUCTION 


At the present time it therefore does not appear possible to ac- 
commodate a $2 million reduction in the United States program for 
IGY without having a serious adverse effect on parts of the total pro- 
gram. As indicated previously, there is no reason to believe that the 
United States program with the number of stations and scientific 
observations outlined in the budget justification and assigned to the 
United States could be conducted at less cost. It is also impractical 
for us to proceed with the program as planned in the hope that econ- 
omies can be made along the line. 

Accordingly, if the $2 million reduction remains we will have to 
reexamine not so much the cost estimates, but the scientific program 
itself. To save money we might, for example, reduce the number of 
ionospheric stations in the Antarctic or the number of meteorological 
observing stations in the pole-to-pole chains. This would save money 
but at the risk of jeopardizing the scientific value of one of the most 
significant research undertakings in the history of mankind. These 
examples are only illustrative, since any such reductions could be 
made only after a great deal of study to determine w! ere reductions 
would be least harmful to the scientific program. They are, however, 
believed to be typical. 

The International Geophysical Year program is once-in-a-generation 
operation being conducted at a level of international cooperation 
never before seen. It seems to me that we should not risk any part 
of the tremendous development that could accrue from this effort in 
order to accomplish a saving of $2 million, nor does it seem proper for 
the United States to place the cooperative program with other nations 
in jeopardy. 

CONTRIBUTIONS BY UNIVERSITIES 


In addition to the $12 million already appropriated and the $28 
million we are now requesting, the universities of the country are 
contributing heavily in time and experience and many more dollars 
are being contributed by the Department of Defense for logistic 
support. The $2 million which we are discussing here represents 
only a small percentage of the total United States participation and a 
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still smaller part of the international program, yet it is an essentia| 
part in terms of complete scientific coverage. 

Therefore, I earnestly request that the $2 million be restored and 
the total request of $28 million be appropriated. I am confident 
that the economic advantages alone that will come from the increased 
scientific knowledge we will gain from these worldwide studies of th» 
earth and its environment will far outweigh the total cost to the 
United States. 

ACCURACY OF IGY BUDGET ESTIMATES 


Senator Magnuson. Doctor, I am looking at the House report 
and they do not seem to give any reason why they cut the $2 million, 
Did they tell you or can you tell us why they cut the $2 million? 
They merely say there is a reduction of $2 million in the budget 
estimate. They go on and talk about the Geophysical Year. 

Mr. Warerman. T hey apparently had a feeling that our estimates 
were not that accurate; that we could not be sure of the estimates 
within 10 or 20 percent. 

We feel we are, on the basis of our experience to date. 

Senator Macnuson. Your experience has proved that you have 
been pretty close to your estimates? 

Mr. WaTerRMAN. Yes, sir; Mr. Peavey can testify to that in some 
detail, if you care to hear it. 


TOTAL COST OF IGY BY SPECIAL APPROPRIATIONS 


Senator MaGnuson. This starts next July, on July 1, 1957? 

Mr. WaterMAN. That is right. 

Senator Macnuson. How much have you asked for in the regular 
bill? 

Mr. WarerMAN. In the regular budget which does not include the 
IGY, we asked for—— 

Senator Maanuson. I do not mean the National Science Founda- 
tion. I mean for this project. 

Mr. WatrerMAN. $10 million. 

Senator Macnuson. That is what you had last year. 

Mr. WaTERMAN. Yes, sir; and $2 million the year before. 

Senator Maanuson. And then $28 million? 

Mr. WarerMAN. And the House has voted $26 million. We are 
asking for $28 million. 

Senator MaGcnuson. I understand that. We are trying to get the 
total cost as of July 1, 1957. 

Mr. WaTeRMAN. $40 million. 

Senator MaGnuson. I think that was the amount, as I recall, that 
you told us in the beginning when we appropriated the first amount it 
would run about. 

Mr. WaTeRMAN. I can’t remember the exact figure. It was some- 
thing of that sort. 

Senator MaGnuson. I think the record will show that. I think 
someone said $35 to $40 million. 

Mr. Waterman. I think it was Dr. Berkner who may have said 
that. 
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ESTIMATES OF INTERNATIONAL IGY PROGRAM COSTS 


Senator DworsHak. What is the total budget for all the nations 
participating? | . 

Mr. Kapuan. It looks like the total budget for all the nations— 
and there are 45 or 46 nations and the indication is that there will 
he 55 to 60 before the final program starts—is around $250 million. 
The per capita cost, as closely as we can determine it from information 
civen to us and evaluations of our own, appears to be fairly uniform, 
other nations have at least as great per capita cost as we have. Some 
nations have more. 

Senator Magnuson. I think the Senator from Idaho was trying to 
vet an idea of the total cost of the overall thing. 

Mr. Kapian. The total overall cost is $250 million. 


RUSSIAN IGY PROGRAM 


Senator MaGnuson. The House said in their report that Russia is 
providing approximately the same amount as the United States. 

Mr. Kaptan. The Russian program was revealed to us at the Brus- 
sels meeting last fall where they sent 20 very able men. Except for 
the areas of rocket research in the upper atmosphere and the earth 
satellite—in rocket research we have been leading the world and given 
the real leadership—except in that area, their program is just as broad 
as ours. They cover a tremendous geographical region. In certain 
areas their program is better developed than ours. For example, they 
have far more program planned and better experience in the Arctic. 
As a result of the Brussels meeting, our Arctic program has been 
expanded. This is part of the reason for the supplemental. 

Furthermore, as a result of the Brussels meeting and our activity 
there has been a recognition nationally of the need for increasing our 
abilities in the Arctic. 

Senator Macnuson. That would mean of the $250 million approx- 
imately of the overall cost, as of now, Russia and the United States 
would be contributing $100 million, approximately? 

Mr. Kapian. I would say that would be the approximate amounts 


INTERNATIONAL EXCHANGE OF SCIENTIFIC INFORMATION 


Senator Magnuson. When the result is in, then what happens? Is 
there going to be an interchange of information? 

Mr. Kaprian. There will be a complete interchange of information. 
[ served on the committee at Brussels, a member of which was my 
opposite number from Russia, to consider the exchange of data. It 
was definitely agreed that all of the data would be pooled among 
nations. In fact, Russia offered to establish a world center for all of 
the data, whereupon I indicated that the United States would be 
establishing a world archive and data center. Obviously we would not 
want to depend on 1 center from the point of view of accessibility. 
There will probably be 3 world centers, 1 in the U.S. S. R., 1 in the 
United States, and possibly 1 in Western Europe. 

Senator Maagnuson. We would not know whether or not this man 
who probably might have told you that:could comply with his promise 
until we get the results and then we would have to see. 
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Mr. Kaptan. I think this is indicated from the experience in such 
areas as the World Meteorological Organization where meteorologica] 
data is exchanged, and a member of our committee has advised us on 
these matters. This experience shows that when nations agree in the 
scientific field to exchange data they will definitely carry out those 
agreements. 

Senator Macnuson. In any event, I think the members of this 
committee would like in the record this information. Suppose Russia 
does not comply and they keep to themselves, the independent infop. 
mation that we would get would be worthwhile anyway. 

Mr. Kapuan. Yes, considerably. For instance, in our own terrj- 
tory and through Canada and South America, we have a line of sta. 
tions, at the 80° west longitude. One of the reasons for our Antarctic 
program is to provide a southernmost tip for this line of stations. 
That data alone combined with the data from other nations where we 
are absolutely certain of an exchange would make the entire effort 
more than worthwhile. 

Senator Macnuson. The Russian activity could only supplement 
that or might possibly fit into it or confirm it? 

Mr. Kapuan. One might look at the entire program, as an English- 
man aptly named it, “experiments in concert.” This is a one-world 
experiment. It would be extremely useful if the entire world were 
covered, and we are coming close to it. The Russian data would be 
extremely valuable. Their borders include a great deal of the surface 
area of the earth. 

EARTH SATELLITE PROGRAM 


Senator Maanuson. I think the committee may only ask this for 
information. You have in here that part of this program is for the 
earth satellite in the amount of $19 million. If that independent of 
the one that is now being proposed, or the one that is in the air? Is 
there not one in the air now? 

Mr. Kaptan. No, sir. 

Senator Maanuson. What have we been reading about? 

Mr. Kaptan. You have been reading about the program that the 
United States National Committee presented through the National 
Science Foundation and the National Academy of Sciences to the 
Federal Government. This was in response to a resolution which 
was passed at the Rome meeting, calling on a nation or nations to 
launch an earth-circling satellite for scientific purposes, in view of the 
fact that rocket techniques had been very well developed. When we 
returned to the United States we considered this resolution. We 
determined by means of an expert panel whether or not such a satel- 
lite was feasible and scientifically worthwhile. As the result of the 
deliberations of this panel and the executive committee and the full 
committee, it was presented to the National Science Foundation and 
the President of the National Academy—— 

Senator Magnuson. Does this cover the whole program for this 
earth-circling satellite? 

Mr. WatrerRMAN. Our budget covers the scientific program satel- 
lites themselves, their instrumentation, the equipment for the observ- 
ing stations, and partial support for the launching rockets. 

Senator Magnuson. What I would like to understand is this: The 
National Science Foundation, through your group, is going to do this 
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i will be for the Defense Department, and any other 
Government agency that might benefit by the result? 
Mr. Karan. Yes. 


COOPERATION OF DEPARTMENT OF DEFENSE 


Mr. WaTERMAN. Actually it is conducted by the Department” of 
Defense because they have the know-how. They were called upon 
to develop this. 

Senator MaGnuson. But you do the scientific work? 

Mr. WaterRMAN. Dr. Kaplan’s group is planning the scientific 
observations that it would take. 

Senator MaGcnuson. Then you go over to the Defense Department 
and say, “‘We are all ready and let us go’’? 

Mr. WaTERMAN. They provide the launching device to get the 
satellite in its orbit. 


EARTH SATELLITE LAUNCHINGS AND ORBITS 


Senator Macnuson. When do you expect to do that? 

Mr. Kaptan. We hope to have the satellite launched before 1958 
so that we may have at least more than a half-dozen successful scien- 
tific satellites during the entire International Geophysical Year. The 
present target date is that. You may be interested in 1 or 2 of the 
experimental observations that make this unique and worthwhile as 
as an experiment. The ordinary rocket soundings, which are also 
part of the International Geophysical Year, have the advantage that 
they make observations that the normally ground-based observations 
cannot make. The difficulty with rockets is that they do not stay 
up long enough. They go up and come down. The advantage of 
the earth-circling satellite is that it will spend a minimum of 3 weeks 
or possibly as long as a year, depending on the conditions that we 
find, in regions from 200 to 800 miles high. 

Senator Maanuson. It will circle every year? 

Mr. Kapian. It will circle every 90 minutes. 

Senator Magnuson. It will stay up a year? 

Mr. Kapian. It may stay up a year depending on the density of the 
atmosphere. 

Senator Macnuson. What happens when it comes down? 

Mr. Kapian. It will be destroyed like a meteor. 

Senator Maanuson. It burns itself out? 

Mr. Kaptan. Yes; at between 40 to 60 or 70 miles, which is the 
region in which meteors burn themselves out. 

Actually, as a corollary byproduct of the satellite experiment, if 
someone could figure out a way of getting them back this would be 
one of the major technical achievements of our times. 

Senator Maanuson. You mean get it back in the right place. If it 
fell on certain parts of southern Idaho and eastern Washington, it 
/ would not be so bad, but if it landed in the wrong place it would be 

bad. 
| Mr. Kapian. I have a soft spot for those parts of the country be- 
» cause | come from the southern part of California. I would not want 
| them to come down there. 





222 SECOND SUPPLEMENTAL APPROPRIATION BILL, 1956 


SCIENTIFIC INFORMATION FROM EARTH SATELLITES 


Senator MaGnuson. How do you propose to get results from deyiec 
in the satellite? 

Mr. Kapuan. For example, one can measure the ultraviolet and 
examine radiation from the sun. This can be done by equipmen 
already tried in ordinary rockets; miniaturized equipment is prac. 
tically on the boards of the Naval Research Laboratory and elsewhers 
This in turn accumulates the information and periodically is queria 
by a ground station, by means of radio, and sends the informatio, 
back to us. 

Senator Macnuson. In other words, you make contact with the 
satellite? 

Mr. Kapian. We literally talk to the satellite using radio waves, 
which is a technique known as telemetering and is currently in use jp 
all kinds of rocket research programs and has been very successful, 

In conventional rocket research, the techniques of recovering equip- 
ment by means of parachutes has been well worked out. Recently. 
I gave a television program to interest young people in science jp 
which I actually held in my hands a camera which 3 days earlier had 
been 100 miles above the earth. It was completely intact. Spectro- 
graphs are recovered. But in the satellite nothing but the radio 
siznals will be recovered at first. This is the opening wedge in 
possibly a long-range and tremendously significant program where 
eventually recovery may be possible. 

This, in my opinion, is far in the future. 


RELATION OF EARTH SATELLITE PROGRAM TO INTERNATIONAL GEO- 
PHYSICAL YEAR 


Senator Magnuson. Does this have some connection with the 
Geophysical Year? 

Mr. Kapitan. Yes. Every experiment that the earth satellite 
will perform is an integral part of the program and will provide the 
data which will make all of the geophysical data much more valuable. 
All the weather data, cosmic-ray data, and so forth will become far 
more valuable if we have this long-playing rocket, as I have called it, 
that stays up there, giving us continuing studies of the sun or cosmic 
rays. 

For example, if we are lucky enough to have one during solar 
flares—you read of the one that recently interrupted communica- 
tions—and get the variation of the ultraviolet light we will have 
information that is invaluable from the point of view of communica- 
tions with all of its implications. 


SIZE OF SATELLITES 


Senator Magnuson. Have I not been reading about something 
that is like a basketball? 

Mr. Kapuan. The term “basketball” crept in because at that time 
the estimate was that it would be about the size of a basketball. 
Today our studies, which have proceeded very far, indicate that it 
will be from about 20 to 30 inches, and weigh a little over 20 pounds. 
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This will be quite an achievement, to put up an object of that size, 
instrumented, moving at a speed of 18,000 miles an hour. 

Mr. WATERMAN. You understand that the information provided 
by the satellite will be made freely available to other scientists in 
other nations and they can observe as we do. 


OTHER NATIONS PARTICIPATION IN THE EARTH SATELLITE PROGRAM 


Senator DworsHak. Are you getting full cooperation from the Iron 
Curtain countries on this? 

Mr. Kaptan. The reaction to the announcement which was made 
prior to the Brussels meeting last fall was excellent internationally. 
it was praiseworthy. 

Senator MaGnuson. I suppose they could catch it going by. 

Mr. Kaptan. We hope that they will because that data will be 
useful to us, particularly from the point of view of obtaining ac- 
curate orbits. This will have far reaching effects im future experi- 
ments and also our understanding of the size and shape of earth 
which is an element of great practical value. 


WORLD ARCHIVE AND DATA CENTERS 


Senator Dirksen. Dr. Kaplan, this question of repositories is of 
more than ordinary interest, I thirk, because the question arises with 
respect thereto whether only the raw data goes into the repositories. 
[ try to be as tolerant and unselfish in my viewpoint on matters of 
this kind as possible, but I can readily imagine that certain evaluations 


and adaptations on our part of the raw data may put us in a position 
of advanta ‘e so far as our own ultimate security is concerned. When 
you speak of repositories does it mean that all the refinements that 
we may mae that may be of a confidential character, based on this 
rav material, will also go to the repositories? 

Mr. Kaptan. No, sir. The repositories will have the best of all 
kinds of source data. What results from the raw data will depend 
on the ability of a particular nation to evaluate it, and the use they 
make of it will certainly be carried out in the existing frame of 
ref-rence. 

Senator Maanuson. Who determines what data will go into the 
repository ? 

Mr. Kaptan. This has been agreed upon internationally because 
the program is very definite now. 

Senator Maanuson. In other words, the extent of the data—the 
exchanging of the data—has already been agreed upon by the nations 
involved, is that correct? 

Mr. Kapuan. Yes, sir; in Brussels. 

_ Senator Maanuson. It may be that one of them may not do that 
in the end, but nevertheless the pattern has been set at the Brussels 
meeting? 

Mr. KapLan. The pattern has been set. 

Senator Maanuson. The type and how far we go. I suppose it is 
retty nearly all the information we get. 

Mr. Kapuan. Yes, sir. 


74919—56 15 
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INFORMAL AGREEMENTS 


Senator MaGnuson. The program agreed upon in Brussels was jo; 
in the nature of a formal agreement by this Government? 

Mr. Kapran. No. 

Senator MaGnuson. It was an informal agreement of the people 
involved, not speaking formally for the Government. I suppose ono 
the information is collected, though, this Government could take 
action to withhold it or release it or release part of it or withhold part 
of it and would not be violating any formal agreement? 

Mr. Kapuan. I would say this: Nothing would be gained in my 
opinion in withholding data. , 

Senator MaGnuson. I do not say this is advisable. What I an 
saying is that it is possible that once the facts are gathered, this 
Government could say “we are going to keep it.”’ 

Mr. Kaptan. There is no reason why it could not. However, the 
greatest benefit from the IGY will come from the exchange of the 
worldwide data. 

Senator MaGnuson. If it wishes. I do not say that would be 
advisable at all. 

Mr. WarermMan. In the case of the earth satellite, Mr. Chairman. 
these things were checked with our Government and it was understood 
at that time that the data it secured should be shared with all. 

Senator MaGnuson. You checked with the departments? 

Mr. WaTERMAN. Yes. 


TOTAL IGY FUNDS REQUIRED FOR UNITED STATFS PROGRAM 


Senator Macnuson. You begin this on July 1, 1957. How long 
does this last? 

Mr. WarrerMAN. A year and a half. 

Senator MaGnuson. So you will come in for a further appropriation 
in the regular bill. 

Mr. WATERMAN. We expect this will be the last time. 

Senator Macnuson. Will this take care of you during fiscal 1957 
to 1958? 

Mr. WaTERMAN. That is what we expect. 

Senator Macnuson. You want the record to be clear so that you 
do not come back here and someone will say, ‘‘You told us this was 
the end.” I think I would rather leave it open. You may find out 
sometime in that year and a half that you may pursue something 
else. 

Mr. WatrerMAN. At the present time this is our best estimate. 

Senator MaGnuson. What you are saying is that this would take 
care of the project you now have in mind. Is that a fair statement’ 

Mr. WaTrERMAN. Yes; it represents the program as now planned. 

Mr. Kapuan. If we achieve some great breakthrough it is quite 
clear that some other agency will carry on. 

Senator Macnuson. Yes;I want it also to be clear that the National 
Science Foundation is the agency responsible and doing the job. Then 
you call upon the other agencies. You work with them during the 
course of the project. You call upon the other agencies to participate’ 

Mr. WatTreRMAN. Yes; that is the way it has been working. 
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Senator Maanuson. So therefore what you spend here is the amount 
of your participation, but there would be a great deal more spent by 
other agencies which would add up to the final result. 

Mr. WATERMAN. A considerable amount of the funds we are request- 
ing will go to other agencies. 

‘Mr. Kaptan. I have already indicated the impetus this has given 
in universities and elsewhere. 

Senator MaGnuson. I suppose the Defense Department has some 
in their budget for this work to cooperate with you people. 

Mr. Waterman. They have in the Antarctic and in the satellite, 
program for the development of the launching device. 

Senator MaGnuson. Is that cooperation good? 

Mr. WATERMAN. It is very close indeed. 


SCIENTIFIC PERSONNEL FOR PROGRAM 


Senator MaGnuson. Are you going to have trouble in getting the 
personnel for this project? 

Mr. Kaptan. It doesn’t look like we will have any trouble. 

In the case of the Antarctic where the personnel problem has been 
pressing, I think we are in very good shape. The character of the 
program is that it is farmed out in grants to universities and other 
agencies of the Government so that the problem of procuring personnel 
is to a great extent in the hands of the participating groups, which 
which makes it simpler. 

Senator Maanuson. I suppose the project is so intriguing that a 
lot of people want to take leave and join it in your field of science. 

Mr. Kaptan. We hope so. There is that about geophysics: That 
young men who will go into it for a year or 2 will get training which 
will be of tremendous importance to them in aerodynamics and other 
fields where we have a great shortage of personnel. 

(Discussion off the record.) 


APPLICANTS FOR ANTARCTIC BILLETS 


Mr. OpisHaw. To amplify Dr. Kaplan’s remarks, we thought that 
the Antarctic would pose a serious problem in personnnel. But for 
every technical billet we have 4 or 5 applicants. 

Senator MaGnuson. I would think that it is intriguing enough. 
If | was in the scientific field, it I could get in on it, I would probably 
try to do so, not only because of its nature but it would give you an 
experience for whatever you may do in the future that would be very 
valuable. 

Mr. Kaptan. One of the things that has worn down our very small 
staff is the demand by the public for information in this field; that is, 
just the fact that they are intrigued. 

Senator MaGnuson. I am glad you cleared up for me that there is 
nothing in the air now. 

Mr. Kaptan. There certainly is not. 

Senator MaGnuson. I read a story not long ago that they were 
calling on people in Washington to sort of bird-watch this thing. 
It was in the paper in a big article. 

Mr. Kapitan. This is a plan to get amateur astronomers and 
radio people to participate. The story you read was a projected plan 
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by one of our groups to organize these people. I think there again their 
participation, and there are many of them in this field, will again 
give impetus to interest in science which is a good byproduct of the 
program. In many cases the amateurs contribute very heavily to the 
professionals’ success. 

Senator Macnuson. I think that is very valuable because the 
Science Foundation was really created—and as you know I had q 
great deal to do with it, having written the bill—because of the feeling 
of you people that we were going to be woefully short of scientific per. 
sonnel unless we got busy, because we had about a 6-year drough; 
This thing being dramatic as it is, as you say, you have unwittingly 
conducted a real advertising campaign to get people interested jn 
science. 

Mr. Kapran. If I may make a pun, it is down to earth. 

Senator Macnuson. I suppose you will be coming in here for press 
relations personnel. 


PUBLIC INFORMATION ON UNITED STATES IGY PROGRAM 


Senator Dirksen. It is fair to assume that as these investigations 
go on there will be a good deal of information that can be readily 
imparted to the public and to the others. , 

Mr. Kaptan. Yes. 

Senator Dirksen. I could think of nothing better than to keep the 
science courses in high schools and colleges constantly alerted because 
it does rivet their interest a little bit and sharpens it. How are you 
tooled with respect to money and personnel and whatever it takes in 
order to make sure that at different stages of this procedure over a 
year and a half that information will be made available? Of course, 
newspapers will interview you. But that is quite another thing from 
a science teacher in a high school who could certainly sharpen and 
intensify the interest of its students if some of this current informa- 
tion was available to him in authentic form. 

Mr. Kapuan. I would like Mr. Odishaw to comment on that but 
I might make a quick statement. Recently during the Westinghouse 
talent search convention here, I had the opportunity of facing the 
winners in a room, all 40 of them, 2% hours on this program. If 
this is an indication of the interest of youngsters, then certainly what 
you say requires considerable implementation. 

Mr. Opisuaw. We have discussed this topic in our committee from 
time to time. We have not formally drawn up a set of plans. We 
have been aware of the need for this kind of thing. Our thinking s0 
far has gone along the following lines. Perhaps what we need is a 
very small staff to prepare the technical and semitechnical material 
at the various levels without entering into the area of extreme popv- 
larization. We do not have to enter that area because the press 1s 
competent to cover it if you give them this background material that 
can serve students, too. Press correspondents are able to do a very 
good job on popularization. The popular interests cover quite 8 
broad spectrum. There are plans underway that have been gener- 
ated by motion picture companies, by the broadcasting stations, for 
documentary films for theaters, documentary films for TV, and these 
same films can be used in the schools. Plans of this kind require only 
our cooperation and our having the background information projec! 
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by project. To this end, we expect to add to our staff perhaps 1 or 
9 or 3 people who are familiar with this general area. 

Senator Dirksen. We have gone through the experience of spend- 
ing countless sums on investigation and research in the Department 
of Agriculture and then very naively we refuse to appropriate the 
money to print the bulletins so that it will get in the hands of the 
farmers. What they do about moon blindness in horses down in the 
Department is one thing, but there are no moon blind horses down 
there. They are out on a farm. It is only when you get the infor- 
mation to them that it can be used. 

[ would not like to see available information embalmed until the 
vear and a half is over. I would like to see it move out where it will 
do good. 

PROPOSED DOCUMENT ON GEOPHYSICAL YEAR 


Senator Maanuson. I make this suggestion for a start. I do not 
know whether the committee will approve of it, but I think it will: 
that somebody in the National Science Foundation prepare a docu- 
ment pointing out what the Geophysical Year is, what you hope you 
might get out of it. I would not be surprised if we could have it 
printed as a committee report; I have had more questions asked about 
this item than any other item we have. That is from the lay public. 
We are now getting into some pretty good sized sums. 

Mr. WaTEeRMAN. We would be very glad to sum it up. A number 
of us have already made speeches on the subject. 

Senator MaGnuson. Something readable that can be put in the 
committee report. 

Mr. WatTerMAN. I can testify to the interest of young people 
directly. 

Last week I spoke to the students of Gallaudet College, with an 
interpreter behind me, on the International Geophysical Year and 
the satellite. They were tremendously interested. They also asked 
very intelligent questions at the end in their own way. 

This matter of bringing the subject to the attention of teachers will 
work very well with a program we have now in the foundation, called 
Education in the Sciences. Among other things we are supporting 
summer institutes for high school and college teachers, where they can 
learn current research to bring into their teaching. 

Senator MaGnuson. Under your regular Science Foundation 
program? 

Mr. WaTEeRMAN. Yes, sir. That is under the regular appropriation. 
Here is a place where information such as current facts about the 
IGY and what it is doing and the results as they come out could be 
broadcast in fields that are very fertile. 

Mr. Kaptan. The Director of the NACZ wrote an article for the 
February National Geographic Magazine, which has a circulation of 
some 2 million, which is an excellent popular article. This was read 
into the House hearings. Another article is coming out in April by 
Dr. Haber, which develops the theme of man in space. It is only 
partially related, but it is related to the satellite program. 

In each case much of the source material, particularly Dr. Dryden’s 
article, was obtained from a program document we had prepared for 
use in the Brussels meeting. 
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I feel that many of the scientists participating in this program ayo 
quite good at popularization and are already recognizing this area. 

I think Mr. Odishaw has stated quite clearly that we will need q 
small staff to help satisfy the needs of the TV people and motion. 
picture people. 

Senator MaGnuson. I think it is well worth while and well within 
the scope of the Science Foundation because I know from having 
authored the bill. The real reason for approving it was this sort 
of thing. 

Mr. Kaptan. We will be very happy to cooperate in this. 

Senator Magnuson. Unless there are any further questions, we 
will put in the record in full all your statements. 

(The statements referred to follow:) 


STATEMENT OF Dr. JosEPH KAPLAN, CHAIRMAN, UNrTED States Nartionay 
CoMMITTEE FOR THE INTERNATIONAL GEOPHYSICAL YEAR, NATIONAL ACADEMy 
oF ScIENCES 


It is a pleasure to appear before you again, this time to describe briefly some of 
the recent international developments that have created opportunities for fruitful 
results from the proposed expansion of the United States International Geophysi- 
cal Year program. You will recall that last year we mentioned plans for a third 
meeting of the Special Committee for the International Geophysical Year (known 
by the initials as CSAGI), the overall coordinating body for the world Inter- 
national Geophysical Year program. This assembly of delegates from partici- 
pating nations was held from September 8-14, 1955, in Brussels. Among the 
principal tasks before the assembly were the coordination of new and enlarged 
national programs into an integrated plan, a: final critical review of nations’ 
technical programs as they had developed since the Rome meeting of the CSAGI 
a year before and a major effort to reach agreement on international exchange of 
data and its publication. The resolution of these problems had implications for 
the United States program which I should like to discuss for a moment. 


PRESENT SCOPE OF INTERNATIONAL PARTICIPATION 


At the hearings before this committee last year, the total international Inter- 
national Geophysical Year program was estimated to be about $150 million. 
Since then, the worldwide program has expanded in 2 ways: first, by the addition 
of new participating countries; and secondly, by the extension of the program 
through intensification of efforts in several fields and inclusion of studies such as 
seismology and gravity measurements in the International Geophysical Year 
endeavor. When the US-IGY was first presented to the 83d Congress, late in its 
second session, 1954, 29 nations had signified their participation in the program: 
Argentina, Australia, Austria, Belgium, Brazil, Canada, Czechoslovakia, Denmark, 
Finland, France, West Germany, Great Britain, Greece, India, Israel, Italy, 
Japan, Morocco, the Netherlands, New Zealand, Norway, Pakistan, Spain, 
Sweden, Switzerland, Tunisia, Union of South Africa, the United States, and 
Yugoslavia. At the present time, 45 nations are full-fledged participants. The 
additional nations are the following: Bolivia, Chile, Chinese Peoples Republic, 
Colombia, East Germany,.Hungary, Iceland, Ireland, Mexico, Peru, the Philip- 
pines, Poland, Portugal, Rumania, Uruguay, and the U. 8. 8. R. In addition, 
possibly as many as 13 other nations will at least cooperate on a more or less 
limited basis. 

An evaluation of the programs of other nations from plans presented at Brussels 
indicates that the total International Geophysical Year effort will now represent 
a research effort of between $225 million and $250 million, Analyzed on this 
basis the following per capita estimates have been derived: The United States 
program, based upon $21 million (exclusive of the earth satellite program), 1s 
13 cents per capita. The U. 8.8. R. has a similar per capita estimate. Australia, 
with an estimated $5.5 million to $6 million effort, shows a 61 cents per capita 
investment, New Zeland, with $2 million, is $1 per capita. The United Kingdom, 
where the total program is not yet believed to be apparent, is estimated at %6 
million or 10.5 cents per capita. Canada, with $3 million, is 20 cents per capita. 
France, with some $6 million to $8 million, between 14 cents and 18 cents. 
Argentina, with an estimated $5 million, is 36 cents per capita. The Union of 
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South Africa, with $2.5 million to $3 million, is 18 cents to 21 cents per capita. 
Considering the potential benefits to a large and highly industrialized country 
such as the United States, a per capita expenditure of 13 cents does not compare 
unfavorably with these estimates. I might add that the anticipated addition 
to our knowledge and its effects on man’s welfare will many, many times exceed 
the cost. 

EXTENSION OF TECHNICAL PROGRAMS 


At the Rome meeting of CSAGI in 1954, strong recommendations were passed 
for the extension of geophysical measurements in certain fields and geographical 
areas. The fact that remote regions will be occupied during the International 
Geophysical Year, as I have mentioned, led to recommendations that studies in 
seismology and gravity be pursued wherever possible to obtain for the first time 
an accurate worldwide coverage of observations in these important geophysical 
disciplines. This is to provide knowledge of the earth’s shape and interior and 
a better understanding of the character of earthquake activity. A number of 
specific research projects were also recommended, including new experiments in 
atmospheric whistlers and rocketry, extensions of meteorological soundings to 
100,000 feet, and several auroral, radio, and solar endeavors. At the Brussels 
meeting of CSAGI it became possible to evaluate nations’ proposals to fill these 
gaps, and the enthusiastic scientific response to the United States program was a 
rewarding experience to those of us who attended that meeting. 

At the Brussels meeting, it also became apparent that extensive measurements 
by other nations in the Arctic would provide a unique opportunity for a more 
detailed examination of this important area. Prior to the Brussels meeting last 
fall, the Arctic program was a rather small one. With added participation by 
some of the Scandinavian countries and, in particular, the revelation of the very 
great Soviet effort in the north, it became technically possible to plan a truly 
major coordinated study in these regions. I might add that the Soviet Union 
has been most cooperative in organizing their program as a part of the world 
effort and in providing full information concerning it. 

A similar situation developed with the Antarctic. Here, special meetings in 
Paris and at Brussels last summer and fall, respectively, revealed added activity, 
permitting the establishment of a fine network of stations in contrast to the 
rougher one in existence at the time of the Rome meeting a year and a half ago. 

I should like to stress one critical aspect with regard to the development of the 
International Geophysical Year program—namely, that the growth of the pro- 
gram has come about precisely because it has become increasingly evident to the 
scientists of the world that this unprecedented effort affords a unique opportunity 
for advancing our basic and practical knowledge of our environment. 

What happened between Rome and Brussels cannot be summarized by saying 
only that more nations are participating, or that more stations are involved, 
providing better coverage of land, sea, and atmosphere. The 250 percent increase 
hides the more crucial fact of all, a scientific one: whereas prior to and at Rome, 
the participating nations had achieved a remarkable program, the interests 
generated thereby have in the course of a year led to a marked change in the 
nature of the effort: basically, as of Rome, we had an excellent rough-mesh 
program; now we have something like a fine-mesh program. And this makes 
possible a radically improved, a radically more promising effort in which the 
objectives have been immeasurably heightened. Moreover, the value of the 
effort by one nation, however costly, is greatly multiplied by the simultaneous 
and interrelated efforts of the others, 


UNITED STATES PROGRAM 


In preparing this budget we have felt compelled at every stage to give serious 
consideration to international recommendations, both in programs which we have 
already planned, and for new projects and programs which received endorsement 
at the sequence of meetings I have referred to above. The process by which this 
budget has been developed involved a very close scrutiny and examination of 
these international recommendations. Briefly, the United States National 
Committee for the International Geophysical Year adopted CSAGI international 
criteria, and established other practical limitations by which new projects and 
programs should be considered. It then directed its technical panels tc review 
the international recommendations within these criteria and to recommend to 
the National Committee programs and projects which should be added to the 
United States program. A vast amount of scrutiny, planning, and reexamination 
of project proposals for each of the International Geophysical Year scientific 
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disciplines ensued as the panels undertook these tasks. The panels’ proposals 
were then reviewed again by the Committee’s staff in order to coordinate specif, 
projects of individual disciplines into an integrated total United States program 
involving all disciplines. This exhaustive process resulted in the elimination of 
more than $5 million of proposed programs, and I feel very safe in stating tha; 
the projects and proposals included in the present budget submission represen; 
the minimum additional effort which this Nation should undertake. 
Schedu'e of operations 

I cannot overemphasize the need for launching the programs and _ projects 
submitted for funding in this budget at the earliest opportunity. The schedyle 
of operations specified on pages 14 and 15 is a very real one, and with your per. 
mission I should like to insert it in the record at this point to demonstrate thp 
time schedules with which we are faced. 

I am sure that you appreciate the complexities of establishing field stations q 
remote locations. The starting date of July 1, 1957, is a constant reminder of 
the urgency for initiating these programs at the earliest possible moment. Oy; 
experience in launching parts of the program for which funds are already ayail. 
able, as well as the vast experience of our scientists in other research programs, 
has shown us that delivery times on scientific equipment and supplies are most 
frequently measured in months rather than weeks. The personnel recruitment 
and training problem is likewise complex, and in practice our institutions and 
universities should even now be engaged in lining up their staffs. Finally efficient 
and economical negotiation and construction of field stations require planning 
and commitments within the next few months. These are very difficult schedules, 
and it will require special efforts on the part of the United States scientists to 
meet our schedules and our responsibilities. I am very confident that we can 
succeed, but each passing week emphasizes anew the urgency for pressing rapidly 
in every area of the program. , 

With your permission I should like to take a few minutes to discuss three major 
portions of our program: oceanography, the Anarctic and the earth satellite 
program. 

OCEANOGRAPHY 


The budget presently before this committee contains an amount of $1,864,000 
for programs in the science of oceanography. This program is based not only 
upon the worldwide plan for IGY studies but upon the basic importance to this 
country of securing more information about the oceans. Besides giving up food 
supplies and mineral treasures and serving as highways of commerce, the seas, 
because of their vastness, may prove to be a convenient repository for radioactive 
wastes of our new atomic age. If this possibility is to become a reality, however, 
we must have exact and detailed information about the structure of the oceans, 
the current systems, the stability of the deep-water masses, and many other 
oceanic processes. In this respect no amount of information can be too large 
or too great in detail: engineers and scientists cannot afford to take chances where 
it involves our whole civilization. 

Human beings during the next few decades may, almost in spite of themselves, 
be doing something that will have a major effect on the climate of the earth. | 
refer to the combustion of coal, oil, and natural gas by our worldwide industrial 
civilization, which adds carbon dioxide to the atmosphere. Estimates by the 
United Nations indicate that within the next 50 years we will have produced 
1,700 billion tons of new carbon dioxide from combustion of industrial fuel. This 
astronomical amount is 70 percent of the carbon dioxide now in the atmosphere. 
In this way we are returning to the air and the sea the carbon stored in sedi- 
mentary rocks over hundreds of millions of years. From the standpoint of meteor- 
ologists and oceanographers we are carrying out a tremendous geophysical experi- 
ment of a kind that could not have happened in the past or be reproduced in the 
future. If all this carbon dioxide stays in the atmosphere, it will certainly affect 
the climate of the earth, and this may be a very large effect. The slight general 
warming that has occurred in northern latitudes during recent decades may be 
greatly intensified, with all that this means for the development of northern lands 
and waterways. Before we can make any confident forecasts about the effects of 
this great increase in carbon dioxide, we must answer two questions. First, how 
much of the carbon dioxide will leave the atmosphere and go into the ocean and, 
secondly, how will the carbon dioxide remaining in the atmosphere affect the infra 
red radiation balance of the earth? The second question is an extremely compli- 
cated one, and the best answer will probably come from experience during the next 
30 to 40 years. It is hoped that the answer to the first question will come from 
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the meteorology and oceanography programs contemplated during the IGY. ; One 
of the essential parts of these programs is to study the exchange of carbon dioxide 
between the air and sea. 

Considering the aspects of the oceans which I have briefly touched on, it was 
only natural that a program in oceanography should have been a part of the inter- 
national plans for the International Geophysical Year. The areas involved are 
too vast for any cne nation to cover; observations are required not only in large 
numbers but simultaneously from carefully chosen places. Advantage should 
also be taken of the large programs in related sciences such as meteorology, 
glaciology, and seismology. 

The following table summarizes the IGY oceanographic program in terms of 
its earlier and present status: 
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This expansion of effort stresses the need to restore and reconsider the United 
States program in oceanography in order that we would fill in vital gaps in the 
work. With the announced participation of the U. 8. S. R. the Arctic regions 
drew much attention, and the CSAGI urged participating nations to extend 
their Arctic programs. 

So little is known about the circulation of the deep ocean water that nobody 
knows whether it takes a hundred years or 10,000 for this water to travel from the 
Antarctic to the Equator and back again. Why should we try to learn more 
about these deep ocean currents? There are several practical reasons—one is 
that the deep currents may be of great importance in long-range weather forecast- 
ing, particularly because of the exchange of water between the Antarctic and low 
latitudes. Second, the fertility of the ocean depends upon the water exchange 
between the deeps and the surface; that is, the amounts of fish and other food we 
can harvest from the ocean are finally limited by the rate at which the ocean over- 
turns and thereby fertilizes itself. Third, the development of peaceful uses of 
atomic energy will probably result in the production of unbelievable quantities of 
radioactive substances, and somehow these must be safely disposed of. As I 
have suggested above, one possible thing to do with them is to dump them inte the 
deep sea; its currents might spread them out to such an extent that they would be 
harmless. But we really don’t know whether this would be true or not because 
we don’t know how fast the deep waters move or how they mix with the waters 
near the surface. 

THE ANTARCTIC PROGRAM 


From the beginning, the Antarctic has played a very important part in plans 
for the International Geophysical Year. There are a number of reasons why 
observations on the Antarctic continent have an exceptional value in geophysical 
studies. First of all, the IGY program will require coordinated observations from 
many different points on the surface of the earth. Observation stations in the 
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Antarctic are essential to a full coverage of geophysical phenomena in the Souther, 
Hemisphere. In particular, the pole station will form the terminal link in pole. 
to-pole chains of sites running along three meridians: 10° east longitude (through 
Europe and Africa), 75°-80° west longitude (through North and South America} 
and 140° east longitude (through Eastern Asia and Australia). 

Furthermore, there are certain cbservations that can only be made in the pola 
regions. Proximity to the south magnetic pole permits important observations 
of geomagnetic phenomena, not possible elsewhere. Also, since the lines of force 
of the earth’s magnetic field are perpendicular to the surface of the earth at the 
poles, more cosmic rays reach the earth’s surface there than anywhere else, per. 
mitting unique observations. 

The auroras, too, are polar phenomena. The United States stations in Ant. 
arctica, located near the edge of the southern auroral belt or within it, will he 
ideally located for observations of the aurora australis. In these studies and 
in several other programs, coordinated observations at both poles will be necessary. 

The Antarctic is obviously a primary source of data for the glaciologist, since 
it is the largest single repository of ice and snow on the surface of the earth 
Studies of successive layers of Antarctic ice can tell us much about the climatic 
history of the earth and centuries past, and, more important, will reveal much 
about our changing climate and environment at the present time. 

The Antarctic is believed to be a breeding place of the world’s weather. The 
furious storms of the Antarctic winter are probably a major factor in determining 
the weather of the whole Southern Hemisphere, and their effects even appear to 
extend across the equator into the Northern Hemisphere. Observers at Ant- 
arctic stations will have an unrivaled opportunity to study this weather in the 
making, to follow movements of atmosphere, and to relate these to the weather in 
other and distant regions. 

Finally, the absence of the sun during the long polar night also has its effects 
on the ionosphere, which makes possible long-range radio communications. 
Radiation from the sun, specifically ultraviolet radiation, breaks up the sparse 
atoms in the atmosphere (between 50 and 250 miles above the earth) into electrons 
and positively charged particles. These electrical particles, in effect, make an 
electrical mirror of the ionosphere, so that it reflects back radio waves. In the 
long Antarctic night, however, particularly at the South Pole itself, the sun’s 
radiation is absent, and this gives rise to the important question of the composition 
and characteristics of the ionosphere. 

New countries entering the picture since the summer of 1954 include the Soviet 
Union, Chile, Japan, New Zealand, and Norway. The U.S. 8. R. has already 
begun operations at their main station ‘‘Mirny’’ on the Knox coast, and expect 
to establish two additional stations far inland during the 1956—57 Antarctic 
summer. Argentina has added four continental stations, including one on the 
Weddell Sea. Chile has six stations on and adjacent to the Palmer Peninsula. 
Japan plans a station on the Harald coast. Norway expects to establish a statior 
on Queen Maud Land. New Zealand will build a station at Me Murdo Sound 
And the United Kingdom now has seven stations, including one at Vahsel Bay, 
In addition to the above, almost a score of other stations are to be manned by 
seven of the countries on surrounding subantarctic islands and land areas. 

Of particular interest is the growth of the program on the continent itself, as 
shown in the following table: 
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IGY stations on the Antarctic Continent 


s Getober  |Patis-CSAGI OSnGT eep- Mar. 1, 1956 
1954 vee See | tember 1955 | 


| 
Argentina ‘ 
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Belgium 
Chile 
France 
Japan 
New Zealand 
Norway 
Union of South Africa-- 
United Kingdom 
U.8.S.R 


United States 


non 


ee 


2 
0 
6 
2 
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0 


9 
3 
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ws 


rotal 2 | 29 | 34 | 3 37 


The United States and New Zealand plan jointly to establish a small station at Cape Adare, which 
Wadd l 


juld add 1 more station to the totals in these columns. 
2 The United States also plans an air operating facility at McMurdo Sound for airlift to the United States 
South Pole station. 


3 |p addition to these 37, the ones mentioned in notes 1 and 2, Spain, and West Germany are considering 
continental stations. 


The United States program is presently designed to obtain maximum informa- 
tion from a limited number of stations and with the most efficient use of available 
logistical support. Some 70 scientists will man the 6 research stations each of 
2 years. Studies in a number of geophysical fields will be made: aurora and air- 
glow, cosmie rays, geomagnetism, glaciology, ionospheric physics, meteorology, 
seismology and gravity measurements. In addition a small but pioneering pro- 
gram of rocket exploration is scheduled to be carried out by means of rockoons from 
aboard an icebreaker off the coastal ice shelf. 

I should like to point out that the vast increase of effort in the Antarctic by the 
participating IGY nations offers guaranty as to the success of this great endeavor. 
It does more than this, however. We now can undertake a far more significant 
study of the continent, and the present complement of stations—300 percent above 
that earlier contemplated—provides a relatively fine network of stations, vastly 
augmenting the value of their data, In this unprecedented program, the United 
States effort is not only of great interest to us directly but it is one of the many 
efforts, all of which are interdependent if maximum results are to be obtained. 


THE EARTH SATELLITE PROGRAM 


Background of the program 


J should like to summarize briefly the background of the satellite program and 
to describe how we developed the program now before the committee. 1 feel that 
this background is of considerable interest in terms of your deliberations. More- 
over, the satellite program is a pioneering endeavor in the history of mankind, 
and just how it came about may well prove to be of considerable historical interest. 

The interest of the United States National Committee for the International 
Geophysical Year in earth-circling research satellites began with the adoption of 
resolutions, during the summer and early fall of 1954, regarding the desirability of 
such vehicles. These resolutions were adopted by three international scientific 
bodies: the International Scientific Radio Union, the International Union of 
Geodesy and Geophysics, and the Special Committee for IGY of the International 
Council of Scientific Unions (CSAGI). The resolution of most immediate interest 
is the one adopted on October 4, 1954, by the CSAGI: 

“In view of the great importance of observations during extended periods of 
time of extra terrestrial radiations and geophysical phenomena in the upper 
atmosphere, and in view of the advanced state of present rocket techniques, 
CSAGI recommends that thought be given to the launching of small satellite 
vehicles, to their scientific instrumentation, and to the new problems associated 
with satellite experiments, such as power supply, telemetering, and orientation 
of the vehicle.” 

In view of these international recommendations, and in view of the advanced 
state of United States rocketry developments, the Executive Committee of the 
United States National Committee for the IGY (USNC-IGY) considered the 
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possibility of constructing, launching, and observing an instrumented satellite 
A special group was established for this purpose, composed of various members 
of the USNC Executive Committee and the USNC Technical Panel on Rocketry 

On the basis of recommendations made by the special study group, the Execy. 
tive Committee decided that an instrumented satellite program not only was of 
scientific importance but was feasible, and it adopted a resolution which reads jp 
part as follows: 

“The Executive Committee of the USNC-IGY feels that a small artificig) 
satellite for geophysical purposes is feasible during the International Geophysica| 
year if action is initiated promptly, and that the realization of such a satellite 
would give promise of yielding original results of geophysical interest.”’ 

The Executive Committee authorized the transmittal of the aforementioned 
findings and resolution to the president of the National Academy of Sciences and 
the Director of the National Science Foundation. This was done on March 14 
1955. 

Late in July, the Government’s approval of the satellite program permitted the 
United States National Committee to notify the CSAGI of our plans. By letter 
of July 26, 1955, to Sydney Chapman, president of CSAGI and one of the world’s 
most distinguished geophysicists, I stated: 

“The Committee, on behalf of the National Academy of Sciences, wishes to 
inform you at this time that, in response to the CSAGI resolution, the program of 
the United States for the International Geophysical Year now includes definite 
eon for the launching of small satellites during the International Geophysical 

ear. 

“The United States National Committee believes that significant scientific data 
may be gathered as a result of this program in such fields as geodesy, atmospheric 
physics, ionospheric physics, auroral physics, and solar radiation. The participa- 
tion of other nations engaged in the International Geophysical Year is invited, 
and to this end we shall provide full scientific information on the orbiting vehicle 
so that other nations may monitor the device and make appropriate observations, 
The United States National Committee looks forward to the interest and coopera- 
tion of other nations in what it hopes will be one of the great scientific achieve. 
ments of our time.” 


Scientific basis for program 


The scientific basis for the satellite program is to be found in the need for basic 
directly observed data, which ground-based experiments are unable to provide: 
The lack of such data is probably the single most important factor accounting fot 
present incomplete explanations and theories regarding such fields as auroral and 
ionospheric physics. 

Rocket soundings of the upper atmosphere have yielded significant results, and 
the IGY program includes a major rocket-research effort. Some hundreds of 
rockets will be fired during the IGY, ranging from the relatively small balloon or 
aircraft-launched devices to high-performance Aerobees capable of reaching 
approximately 2(0 miles. The results of these experiments are expected to con- 
tribute to a better understanding of atmospheric events in two ways: First, rocket 
observations will provide direct data of various phenomena which can be used, 80 
to speak, to calibrate ground-based observations. The latter, as with ionospheric 
soundings, provide rather conveniently and inexpensively extensive indirect data, 
Second, new discoveries may well be made, particularly of events screened by the 
earth’s atmosphere. 

Thus rockets permit us to make direct measurements of quantities that are 
either only indirectly observable or are not observanle at all from the ground. 
They also provide a technique for measuring the altitude dependence of various 
geophysical parameters. Unfortunately, rockets have two serious disadvantages: 
(1) their total flight is extremely short. and the time spent in a particular altitude 
range is even shorter, and (2) their flizht paths are restricted in terms of geographic 
coverage. 

Thus, in spite of the very great value of rocket data, much of which is attainable 
only by rocket methods, there exists a need for a device that can provide synoptic 
data over the earth, at hich altitudes, over appreciable periods of time. As 
examples one can cite the followinz: fluctuations in such solar effects as ultra 
violet radiations and X-rays, cosmic ray intensities, current rings encirelin: the 
earth, and particle streams impinzing on the hizh atmosphere. These and other 
phenomena are among the most important problems connected with the physics 
of the upper atmosphere and with solar-terrestrial relationships. y 

Clearly an earth satellite would permit observations of the kind indicated in 
the foregoing paragraphs, and the value of these studies convinced the United 





asic 
vide: 
y for 
and 


and 
ls of 
n or 
hing 
con- 
cket 
d, 80 
heric 
data, 
y the 


{ are 
yund, 
rious 
aes: 
itude 
aphic 


nable 
optic 
AS 
altra- 
r the 
other 
1VsiCs 


ed in 
‘nited 


SECOND SUPPLEMENTAL APPROPRIATION BILL, 1956 235 


States National Committee of the merit of responding to the invitation of CSAGI. 
In its report last October to CSAGI, the Committee indicated that the following 
types of experiments were under consideration: (1) determination of outer atmos- 
phere densities by observation of the airdrag effect on the satellite’s orbit; (2 
obtaining of more accurate measurements of the earth’s equatorial radius and 
oblateness and of intercontinental distances and other geodetic data than are 
presently available; (3) long-term observations of solar ultraviolet radiation; 
(4) studies of intensities and fluctuations in intensity of the cosmic and other 
article radiations impinging on the atmosphere; (5) determination of the density 
of hydrogen atoms and ions in interplanetary space; (6) observations of the 
Stormer current ring; (7) if possible, determination of the distribution of mass 
in the earth’s crust along the orbital track. 


Facts about the satellite 


Weight, size, and shape.—The first satellite will weigh approximately 20 pounds. 
It will probably be spherical in shape, and between 20 and 30 inches in diameter. 
Although a spherical shape complicates the design of the overall system, it will 
facilitate measurements of the density of the upper atmoshpere, since a sphere 
offers enough resistance to the air so that variations in air density cause observable 
changes in velocity. Of the satellite’s 20-pound weight, about half will be re- 
quired for the structure itself, leaving half for instrumentation, including the 
telemetering systems which will relay information from the instruments to 
receivers on the earth. 

Taunching.— he satellite will be launched from the Patrick Air Force Base on 
the east coast of Florida at Cape Canaveral. It will pe established in its orbit 
around the earth by a three-staxe rocket assembly. The first rocket, providing 
a thrust of 27,000 pounds, will start the entire assembly on its flizht. When its 
fuel is exhausted, some 40 miles from the launching site and within about 2 minutes 
of the takeoff, the system will ha-e attained a velocity of between 3,000 and 4,000 
miles per hour. ‘The second stave will then take over, attaining a velocity of 
about 11,000 miles per hour, burninz out and dropping away at an altitude of 
about 1:0 miles as the system coasts onward. ‘The last rocket, when it has 
reached an altitude of about 300 miles, will impel the satellite into its orbit at a 
speed of about 18,000 miles per hour, cireling the globe about every hour and a 
half. This velocity will produce a centrifuzal force sufficient to conteract the 
eerth’s gravitational pull. 

Orbit and motion.—\he orbit of the first satellite will be in the shape of an 
ellipse, with the satellite passinz within about 200 miles of the earth’s surface at 
the nearest point, and reaching a distance of about 800 miles at its farthest. The 
plane of this ellipse will be inclined approximately 10 degrees from the equator, 
so the satellite will pass over points as far north as 40 degrees north latitude, and 
as far south as 40 dezrees south latitude. 

This or it was decided upon for several reasons. A satellite in a north-south 
orbit, passing over the two poles of the earth, would provide data on the widest 
range of latitudes, but it would limit the observations possible from a set of 
economical, fixed stations. An orbit along the equator would simplify the task 
of observing the satellite, hut it would provide data on only a single latitude. 
An orbit co ering the midlatitudes will pro-ide data on a wide range of latitudes, 
and will permit many nations participatins in the International Geophysical 
Year to ohserve the satellite. 

The satellite will eventually be s'owed down by the resistance of the very rarefied 
atmosphere encounted even at such high altitudes, and as it loses energy, it will 
gradually come closer to the earth. As it enters the denser atmosphere at lower 
levels, friction will cause it to heat and finallv burn up, much like a shooting star. 
The satellite is expected to remain in its orbit from several weeks to perhaps several 
months before this happens. 

Launching and propulsion.—Our program calls for the launching of 12 rocket- 
propulsion vehicles, thus providing for the possible launching of 12 instrumented 
research satellites. From a scientific point of view, it would be desirable to 
attempt to launch additional satellites, and the present magnitude of the program 
has been based upon an evaluation of what number is a reasonable minimum in 
order to secure an adequate amount of data from the space about us, taking into 
account the problems of system design, the scheduling of firings, the development, 
design, and construction of appropriate instrumentation, the problem of gathering 
data, processing it into computers, and coming out with results. Such considera- 
tions have led the Academy’s technical panel and committee to the conclusion 


a 12 systems represent a realistic program for the International Geophysical 
ear, 
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Satellite shells and instrumentation.—The program before you includes proyj. 
sions for the design and construction of 18 satellite shells and 18 sets of instry. 
mentation for various experiments contemplated by the Committee. Theg 
requirements include provision for six spare sets in each case, for a number of the 
units will require extensive prefiring tests, some of which may destroy the shell anq 
instrumentation. Accordingly, to insure the availability of 12 tested working 
units, the budget calls for 18. : 

Radio tracking and observations.—Radio equipment inside the satellite and at 
ground installations will comprise a combined system to permit accurate radio 
tracking as well as for transmission of scientific data gathered by the instrumented 
satellite as it traverses the fringes of the earth’s atmosphere. Radio tracking jp 
itself will be closely coordinated with the optical observation program. 

Optical tracking and observations.—The satellite will have a reflective surface 
and will be just visible to the naked eye in clear weather at dawn and dusk 
when the sun‘s rays illuminate it against the background of a darkened sky 
It will be more readily observable under good atmospheric conditions by means of 
binoculars and wide-field optical equipment. For many scientific experiments 
the exact determination of the satellite orbit is essential, and the satellite wil] be 
tracked both by optical and by radio means, from special ground stations. 

Orbit computation and data processing.—Intricate and detailed computations 
will be required prior to each launching to assure that the satellite vehicle js 
launched into the desired orbit for the particular experiments which are to be 
undertaken. These calculations are expected to assure achievement of the desired 
orbit in each case but are, of course, subject to unpredictable variations of the 
type which are always encountered in new and unusual scientific endeavors 
Consequently, continuous, “‘inflight’’ calculations are required, as well as post- 
firing analyses, to determine the success of the original launchings and to assess 
the factors affecting the original calculations. By far the most important deter. 
minations, but also the most costly, are those which must be made from radio 
trackings during the short interval when the vehicle has been located passing over 
a tracking station and before it approaches the next. During this interval sig- 
nificant factors of the satellite’s orbit, speed and aspect orientation must be deter- 
mined and transmitted to a central computation laboratory. Many kinds of 
data must be fed into the newest and highest speed electronic computers so that, 
within minutes, the next station can receive information to locate the vehicle and 
follow its course. 

Many experiments are under consideration for satellites following these initial 
ones. The combined effect of such experimentation, with the results of our con- 
ventional rocket program and of the other programs in the IGY, is destined to 
augment our knowledge of the universe in a significant way. By and large, our 
knowledge of the atmosphere and the universe about us has been based upon 
indirect measurements for we have not been able to send our measuring devices 
and instruments into the upper atmosphere. The very fact that our measurements 
have been indirect ones has meant that we have had poor, or at best, inadequate 
data, particularly when we consider the fact that the earth’s atmosphere acts like 
a filter, preventing us from seeing and even detecting what happens in the upper 
atmosphere and in outer space. 

The development of research rockets has provided us with some direct data of 
the upper atmosphere, and research rockets represents a powerful tool. But the 
rocket is limited in its effectiveness to a single spot above the earth and to a very 
short period of time. Thus, while rockets provide intensive coverage of a region 
above a particular spot, the satellite provides a tool which lasts for an appreciable 
period of time. stimates of the life of a satellite range from a few days to as 
high as a year or two; we expect something more than the first and less than th 
second, and shall be content with several weeks, hoping for several months. More- 
over, the satellite permits us to make observations around the earth, and this is 
very important because the phenomena we are interested in are characterized by 
their worldwide manifestations, variations, and interrelationships. 


STATEMENT oF R. C. Peavey, ADMINISTRATIVE OFFICER, Unitep States N4- 
TIONAL COMMITTEE FOR THE INTERNATIONAL GEOPHYSICAL YEAR, NATIONAL 
ACADEMY OF SCIENCES 


Sinee our progrem was last presented to you, many events have occurred which 
have affected our planning. Of major importance has been the growth of the 
international program. At the last meeting with the committee we mentioned 
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the results of a meeting in Rome in September 1954 in which all participating 
nations gathered to coordinate programs and examine the global coverage. This 
was followed last summer by a meeting in Paris of delegates from nations planning 
\ntarctic programs. Another full assembly of all nations met in Brussels in 
September 1955 to review and coordinate the total effort. 


EXTENSIONS OF THE GLOBAL IGY PROGRAM 


These meetings underlined the great growth of interest in the International 
Geophysical Year and the opportunity to assure worldwide scientific coverage 
by adding some new programs and incremental increased effort in others. 
“Additions to the International Geophysical Year program through intensifica- 
tion of efforts are exemplified by the Antarctic program: whereas a year ago 5 
nations had proposed some 12 stations on the continent, there are now 39 planned, 
involving 10 nations. Additions to the program through inclusion of such im- 
portant fields of geophysics as seismology and gravity measurements have been 
hased on the realization that worthwhile investigations could be undertaken at 
relatively little cost, by virtue of facilities established for other purposes, in such 
ordinarily unfrequented regions as the Antarctic. 

The growth of the program is also exemplified by the entry of other countries 
into the program. The number of nations now formally participating has in- 
creased to 46, and it is anticipated that this will soon increase to about 55 or 60. 
\ year ago the number of participating nations was about 30. The most signifi- 
eant addition, in terms of full geophysical coverage, is that of Russia, which re- 
vealed a full-scale program for the first time at Brussels. 

The largest overall programs are those of the United States and the U.S. S. R. 
It appears that the U. 8S. S. R. program is comparable in magnitude to that of 
the United States and possibly even larger. The magnitude of the program of 
a nation depends on many factors: geographic territory possessed or held in trust 
is one of the most important because the International Geophysical Year calls for 
adequate geographic coverage of the world. The large land masses of the United 
States and its possessions, and United States practical interests in communications, 
transportation, etc., are pertinent aspects of United States interests in the Inter- 
national Geophysical Year effort. The large land mass of the Soviets similarly 
has been an important factor in their establishment of stations. Although the 
Peoples Republic of China has not yet presented a program, it has announced its 
participation; in view of the area involved, a major program may well develop 
there, particularly in meteorology. We expect their program to be submitted 
to the CSAGI at its meeting next September. 


EFFECT OF INTERNATIONAL DEVELOPMENTS 


The effects of this very large increase in international participation, and the 
scrutiny of the global coverage carried on at the international meetings, placed 
new responsibilities on the United States National Committee to respond to 
international recommendations, as well as affording new opportunities to greatly 
enhance the value of its earlier program by recommending incremental additions. 
These objectives have resulted in the formulation of the supplemental program 
and budget now before you. At every step in its preparation we have been guided 
by our need to give serious consideration to international recommendations, 
bearing in mind such practical criteria as (i) relative importance within limited 
availability of funds and (ii) realism in terms of available personnel and logistics, 
or institutional capacities to undertake and contribute to individual projects. 

The largest single addition in the supplemental budget is, of course, the recently 
announced earth satellite program. This program received very strong official 
recommendation at the IGY meeting in Rome in 1954, and the United States plans 
to undertake it were welcomed enthusiastically and officially endorsed at the 
Brussels meeting in September 1955. 

The other principal program submitted in this budget provide for (i) additional 
stations and expanded programs to fill gaps in Antarctic coverage; (ii) an incre- 
mental expansion of the program in the Arctic where added work is now highly 
Important with the extended chains possible in the light of Soviet stations; 
ill) programs in seismology and gravity which have been officially made a part of 
the international effort since earlier program budget plans were first developed; 

iv) Incremental additions to programs in the equatorial regions and added em- 
phasis in oceanography (the latter is most important to the United States in view 
of greatly enlarged international plans in oceanography); (v) new plans to estab- 
lish a world archive and data center in the United States which will be a repository 
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of source records of all scientific information gathered by all nations participatin, 
in the IGY. ' 

While I have only summarized the major programs and efforts submitted to the 
Congress for funding in this supplemental budget, we will be happy to go mor 
fully into any aspects of these programs as the committee wishes, 


DEVELOPMENT OF THE ESTIMATES 


With your permission I should like to turn now to consideration of the develop. 
ment of the estimates. All of us who have worked to define the United State 
program firmly believe that the request for $28 million represents a minimyn 
budget for the recommended research program. The intensive work of over 15, 
eminent scientists on the United States National Committee and the USNC com. 
mittees and panels, as well as a vast amount of contributions by project leaders 
and scientists in institutions all over the country, attests to the extensive effor 
and extraordinary analyses with which these programs and budgets have beer 
developed. In each specific project we have had the tremendous advantage of 
being able to call upon scientists and institutions with long experience in ¢op. 
ducting scientific programs similar in many respects to the observations which 
will be carried out in the International Geophysical Year. The extent of this 
participation is exemplified in appendix A of the supplemental budget document 
which lists committees and technical panels assembled to coordinate the program, 
and suggests the types of institutions involved. 


Typical equipment costs 


As an example, let us take an ionospheric sounding station. The purpose of 
such a station is to make regular probings of the ionosphere at set intervals 
throughout the 24 hours of each day. The choice of the location of a station js 
based on the existence of a gap in our coverage of the world. National interests 
have determined our choices, but there also have been international technical 
decisions and recommendations as to the need for filling gaps by the participating 
IGY nations. The cost of the ionospheric equipment is a known fixed item. It 
is also known that two men are necessary to operate the equipment on a round- 
the-clock basis. Spare parts, supplies, travel costs to a remote site, the cost of 
the shelter protecting the equipment—these and similar costs are also known. 
The National Bureau of Standards has had extensive experience in the establish- 
ment of such field stations and is currently operating a number of identical sta- 
tions. Thus, the costs are a matter of established facts. The estimates in the 
budget before the Senate reflect these costs, and there is no leeway in the estimates. 

The United States National Committee has explicitly used the experience of 
the National Bureau of Standards in developing the budget for ionospheric sta- 
tions. In similar fashion, the United States National Committee has been able 
to command the best available scientific and managerial experience for each of 
the other aspects of the program: Federal participation has been drawn from the 
United States Weather Bureau in meteorology; the National Bureau of Standards 
in ionospheric physics and airglow; the United States Coast and Geodetic Survey 
in geomagnetism; and the principal research laboratories of the Department of 
Defense in the rocketry and earth satellite programs. 

Of psrticular importance in developing the estimates has been the experience 
gained in mounting the IGY program thus far with funds already available. Up 
to the present time funds have been applied, with certain minor exceptions. almost 
entirely to the procurement of long lead-time equipment and supplies.  Th’s 
experience was relied upor. very heavily in developing the supplemental estimates. 
It significantly confirms the accuracy of estimates contained in prior submissions, 
and indicates the tightness of the present estimates. 

For example, in prior budgets we estimated the cost of ionospheric recorders at 
$30,000 each. The National Bureau of Standards contract now in effect for 14 
such units has required the sum of $30,853 for each unit. The estimate was thus 
within 3 percent. In the aurora and air-glow program, photometers were est- 
mated in prior submissions at $12,000 per unit; the cost of equipment currently 
under construction has been shown to be only 7 percent higher than this figure, 
The estimate for procurement of equipment and supplies for the original Ant- 
arctic 3-station meteorological net in earlier submissions amounted to $277,000; 
actual procurement which was made for shipment with the recent Antarctic er- 
pedition demonstrated the cost to be just under $284,000, 
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Typical project estimates 

While experience such as this has been applied in every possible instance to the 
development of the present estimates, I should also like to demonstrate from the 
supplemental document the manner in which some other estimates have been 
derived. On page 73 we are requesting $212,000 to increase the altitude of twice- 
daily ravinsonde observations at 93 United States-controlled IGY weather sta- 
tions. This represents an added cost for launching balloons which will reach 
higher altitudes at stations already planned as part of the United States pro- 
gram. The additional cost is known from recent procurement experience of the 
United States Weather Bureau. 

The larger balloons cost an added $1.50 each. Extra helium for each ascent 
amounts to $0.40. The total is thus $1.90 per balloon flight. With 2 observa- 
sions per day at 93 stations, the total daily added cost is $353.40. Since experience 
thows a 6 percent failure in instruments or balloons, this figure must be raised to 
$374.60. When we multiply by the anticipated 567 days of actual operation (1% 
vears for IGY plus 20 days test and training period), a total of $212, 398.20 is 
reached, 

As another example, on pages 103-105 we request $445,000 for performing 
radiochemical analysis of sea water. The estimate for equipment and facilities of 
this project amounts to $225,000. The instruments and sampling devices which 
will be used in this program are standard pieces of equipment in daily use by 
oceanographers, for which the costs are well known. Similarly, costs for contract 
analysis of samples are based on known laboratory charges for this work. Thus 
the principal unknown factor in preparing an estimate is the number of samples 
which can be taken. Procurement and shipboard processing frequently represent 
a full day’s work; under ideal conditions and in shallow water it is possible to 
take as many as three samples. An average of two samples per day has been used 
in preparing the estimate. We have estimated that it will be possible to take 2 
samples per day for 20 days of each month during the period of the IGY (days 
will be lost due to storms, port calls, too close proximity to sites of previous sam- 
pling, ete.). Allowing tor 2 oceanographers who can take samples, we reach the 
simple calculation of 20 days per month times 2 samples per day times 18 months 
times 2 oceanographers, or a total of 1,440 samples. The estimates have been 
prepared on the basis of 1,400 samples and the detailed cost is then constructed 
on the following: 


Number 


samples Unit cost 


Contract analysis: 
Sea water . $150 
Bottom sediment_-- 400 | 160 

Handling equipment at sea: 

40 reversing thermometers, at $58___.......---.-.. $2, 
20 frames for reversing thermometers, at $38 

20 sample bottles, at $250 

20 auxiliary sample bottles, at $65_........-------- 
1,000 water bubblers, at $1.60 








I believe that these examples indicate the validity of the equipment estimates in 
the document and demonstrate that there is no leeway in the budget. For other 
classes of expenditures it is not yet possible to demonstrate from IGY program 
experience the accuracy of our estimates, but I should like at least to indicate 


briefly the vast amount of expert judgment which has been used in developing 
the document. 


Salaries 


Salary estimates have been developed by institutions and scientists of senior 
standing, both in public and private agencies, and are in accord with the experience 
of these individuals in determining appropriate rates of pay and responsibility in 
field operations. For example, the United States Weather Bureau of the United 
States National Bureau of Standards have had long experience in operating weather 
and ionospheric stations, respectively, and many of the private institutions asso- 
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ciated with the IGY have had similar experience in other fields. Those appoint. 
ments which are made are term in nature. The average annual salary of all 
personnel budgeted for employment with IGY funds is $6,500. 


Travel, transportation, communications 


Here again, the experience of agencies or institutions experienced in field oper. 
ations of the type planned in the IGY has contributed most heavily to developing 
the estimates. Notable among these are the Federal agencies such as the United 
States Coast and Geodetic Survey, the United States Weather Bureau, and the 
National Bureau of Standards. All of these institutions have had wide experience 
in this kind of operations, particularly the latter two, which have major fielq 
operations involving extensive travel and communications problems. In caley. 
lating shipping costs, the experience of the Weather Bureau has been applied to 
many areas of the operation. Here, the factor of 5 percent of capital equipment 
and supplies has been shown to apply for domestic shipment, and 15 percent 
represents a fair average for large shipment programs abroad. 


Budget impact on program 


The members of the United States National Committee for the IGY and the 
Nation’s leading experts on the Committee’s technical panels have as suggested 
above, carefully worked out the United States program and budget. In this 
process many worthwhile projects, totaling millions of dollars, have been elimi- 
nated as not crucial to the IGY effort: these projects were important scientifically, 
but they did not meet the IGY criteria, and so they were eliminated in order to 
present to Congress a minimum program and budget necessary for the IGY, 
Moreover, in this process costs were carefully scrutinized, and the past and current 
experience of Government agencies and private institutions provided a realistic, 
practical set of costs. 

Our own experience with equipment contracts and purchases confirms the fact 
that the budget is tight, economical, and realistically practical. If anything, we 
shall have to exercise scrupulous, exhaustive cost control since there has been a 
tendency for equipment costs to rise about 5 to 7 percent during the last 2 years 

Thus we are convinced that the budget of $28 millions before you is a necessary 
one. We cannot extend the program in time, which is often a way of reducing 
immediate costs in a program, for‘the IGY program covers a specific period of 
time—July 1, 1957, to December 31, 1958. In this sense it is a crash program: 
It must be done completely in this interval or not at all. 

Finally, it is extraordinarily difficult to eliminate projects. Having minimum 
costs for each project, there is no leeway in each project budget for paring, a 
condition accentuated by rising equipment costs. To eliminate projects, how- 
ever, is difficult because our projects mesh in with those of other nations. The 
chains of stations, for example, that characterize the IGY effort require that 
2ach nation provide those stations in each chain which are technically called for: 
to cut out stations or projects thus has serious implications to the total worldwide 
effort. For these reasons, the United States National Committee respectfully 
requests careful consideration of the needs for the budgeted sum of $28 millions. 


APPENDIX A 
1. Unrrep States NatTionaL CoMMITTEE 


Dr. Joseph Kaplan, Chairman, University of California, Los Angeles 
A. H. Shapley, Vice Chairman, National Bureau of Standards 

N. C. Gerson, Recording Secretary, Geophysics Research Directorate, Air Force 
Dr. L. H. Adams, Carnegie Institute of Washington 

Dr. Allen V. Astin, National Bureau of Standards 

Dr. H. G. Booker, Cornell University 

Dr. Lyman J. Briggs, National Geographic Society 

Dr. G. M. Clemence, United States Naval Observatory 

Dr. Earl G. Droessler, Department of Defense 

Dr. C. T. Elvey, Geophysical Institute, University of Alaska 

Dr. John A. Fleming, American Geophysical Union 

Dr. L. M. Gould, Carleton College 

Dr. E. R. Piore, AVCO Manufacturing Co. 

Dr. F. W. Reichelderfer, United States Weather Bureau 

Capt. E. B. Roberts, United States Coast and Geodetic Survey 

Dr. A. Nelson Sayre, United States Geological Survey 

Dr. Paul A. Siple, Department of Defense 

Dr. Athelstan F. Spilhaus, University of Minnesota 
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Dr. Merle A. Tuve, Carnegie Institute of Washington 
Dr. A. L. Washburn, Dartmouth College 
ix officio members: 
Dr. Wallace W. Atwood, Jr., Director, Office of International Relations, 
National Academy of Sciences 
Dr. L. V. Berkner, Vice President of the Special Committee for the IGY 
Dr. J. Wallace Joyce, National Science Foundation 
Walter Rudolph, Department of State 
Dr. H. K. Stephenson, National Science Foundation 


VETERANS’ ADMINISTRATION 


STATEMENTS OF J. S. PATTERSON, DEPUTY ADMINISTRATOR; 
F. W. KELSEY, CONTROLLER; J. D. BAKER, BUDGET OFFICER 
AND ASSISTANT CONTROLLER; U. E. WELLS, ASSISTANT TO 
BUDGET OFFICER; DR. W. S. MIDDLETON, CHIEF MEDICAL 
DIRECTOR; DR. R. A. WOLFORD, DEPUTY CHIEF MEDICAL 
DIRECTOR; L. F. SCHOEN, ACTING CONTROLLER FOR DEPART- 
MENT OF MEDICINE AND SURGERY, AND A. H. MONK, CON- 
TROLLER FOR DEPARTMENT OF VETERANS BENEFITS 


HOUSE ACTION 


Senator Magnuson. Veterans’ Administration requested $3,882,000 
additional for outpatient care and $185 million additional for ‘‘Read- 
justment benefits,’ which were approved by the House; requested 
$20 million additional for ‘(Compensation and pensions,” which the 


House reduced to $10 million; requested increases in several travel 
expense limitations, most of which the House reduced in small 
amounts; and requested a reduction of 1,175 in the patientload for 
1956, which was approved by the House. 

The supplemental estimates, justifications, and statements in the 
House report will be placed in the record. 

(The documents referred to follow:) 


SUPPLEMENTAL ESTIMATES 
(H. Doe. 330) 
VETERANS’ ADMINISTRATION 
INPATIENT CARE 


‘The limitation under this head in the Independent Offices Appropriation Act, 
1956, on the amount available for expenses of travel of employees, is increased from 
‘$246,000’ to ‘$363,600’: Provided, That, notwithstanding the last proviso under 
this head in the Independent Offices Appropriation Act, 1956, inpatient care and 
treatment may be furnished to an average of 130,309 beneficiaries (excluding members 
in State or Territorial homes) during the current fiscal year without any proportionate 
reduction in expenditures.”’ 

The increase in the appropriation limitation for employee travel is necessary 
to provide for additional travel of employees who escort patients transferred 
between hospitals or placed in foster homes, to transfer trained employees between 
hospitals when require, to pay the increased cost of travel of employees serving 
outside the continental limits of the United States as authorized by the act of 
August 31, 1954 (Public Law 737), and to cover the cost of travel allowance 
increases authorized by the act of July 28, 1955 (Public Law 189). 

The average number of beneficiaries who will require inpatient care and treat- 
ment is now estimated to be 1,175 less than the number forecast in the budget. 
The above provision will make the savings resulting from this lower patient load 
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available to finance the increased cost of employee travel and a part of the pay 
increases granted by the act of June 28, 1955 (Public Law 94). , 


OUTPATIENT CARE 


“For an additional amount for ‘Outpatient care,’ $3,882,200; and the limitation 
under this head in the Independent Offices Appropriation Act, 1956, on the amoun; 
available for expenses of travel of employees, is increased from ‘$170,000’ to 
‘$208,000.’ ”’ 

This proposed supplemental appropriation is to provide additional funds fo, 
employee pay increases in the amount of $3,382,200 in accordance with the act of 
June 28, 1955 (Public Law 94), and an additional $500,000 for program purposes 
which were not foreseen at the time the annual budget estimates were prepared, 
Such purposes include the cost of new drugs for the treatment on an outpatient 
basis of veterans discharged from tuberculosis and neuropsychiatric hospitals, the 
increased cost of new transistor type hearing aids, increased cost of medical fees 
incurred on behalf of veterans treated for service-connected disorders, and ap 
additional amount for beneficiary travel. 

The increase in the limitation for employee travel is needed to cover the cost of 
the increase in travel allowances as authorized by the act of July 28, 1955 (Public 
Law 189), and to pay the increased cost of travel of employees serving outside the 
continental limits of the United States as authorized by the act of August 31, 1954 
(Public Law 737). 

COMPENSATION AND PENSIONS 


“For an additional amount for ‘Compensation and pensions,’ $20,000,000, to 
remain available until expended.” 

This appropriation provides for veterans’ compensation, pensions, and other 
allowances, including emergency officers’ retirement pay and annuities, and burial 
expenses of deceased veterans. Payments are made in accordance with legal 
requirements and are not controllable by administrative action. 

Estimates of requirements for this appropriation are computed on the basis of 
obligational trends and past experience. The necessity for this proposed supple- 
mental appropriation arises chiefly from an unexpected increase in the number of 
World War I pension cases. In addition, average payment rates actually experi- 
enced to date indicate that the impact of recently enacted rate-increasing legis- 
lation was not fully realized in computing fund requirements for the current 
fiscal year. 


READJUSTMENT BENEFITS 


‘For an additional amount for ‘Readjustment benefits,’ $185,000,000, to remain 
available until expended.” 

This appropriation provides for education and training allowances to veterans, 
vocational rehabilitation of disabled veterans, loan guaranty payments, and 
housing grants for disabled veterans. 

The amount presently available for obligation in fiscal year 1956 is $630,946,000. 
Experience to date indicates this amount is insufficient princira'ly because of the 
considerable increase in enrollments and rates of payment. In the budget for 
fiscal year 1956, the average monthly training load was estimated to be 435,000, 
at an average annual cost of $1,252. In the budget for fiscal year 1957 these 
estimates were revised to 515,000 trainees at an average annual cost of $1,327. 
The enrollments in November and December, particularly in colleges, have again 
taken an unexpected upward turn and current trends indicate there will be 545,000 
trainees in the fiscal year 1956 at an average annual cost of $1,337. An additional 
appropriation of $185 million is needed to finance the program on this newly esti- 
mated level through June 30, 1956. 

On July 11, 1955, this appropriation was apportioned on a basis which indicated 
a necessity for a supplemental estimate, pursuant to section 3679 of the Revised 
Statutes, as amended. This action was reported to the Congress by the Director 
of the Bureau of the Budget on that date. 
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INCREASED TRAVEL LIMITATIONS 


“Limitations imposed by the Independent Offices Appropriation Act, 1956, on 
amounts available for travel expenses under the following appropriations are increased 
ollows: 
as fol “ ‘General operating expenses’ from ‘$2,731,000’ to ‘$2,900,000’ ; 
“*Medical administration and miscellaneous operating expenses’ from 
‘751,800’ to ‘$828,800’ ; and 
“ ‘ Maintenance and operation of supply depots’ from ‘$2,500’ to ‘$2,900’.” 


House Report 
VETERANS’ ADMINISTRATION 


Inpatient care-—The bill provides for increasing the travel limitation for this 
item by $111,700, which is $5,900 less than the budget estimate, and amends the 
appropriation language for inpatient care in the Independent Offices Appropria- 
tion Act, 1956, to permit the current appropriation to be used without reduction, 
although the average number of beneficiaries who will require care and treatment 
is now estimated to be 1,175 less than the number forecast in the 1956 budget. 
A supplemental appropriation for pay-increase costs is in another part of the bill. 

Outpatient care.—The committee recommends the budget estimate of $3,882,200 
for this item. The budget language also provides for increasing the current 
travel limitation by $38,000. This additional appropriation is composed of 
$3,382,200 for employee-pay increases and $500,000 for additional program pur- 
poses which were not foreseen at the time the original budget estimates were 
prepared. The additional amount is to finance the cost of new drugs in the 
treatment of tuberculosis and neuropsychiatric patients, new transistor-type hear- 
ing aids, and other necessary items of expense. 

Compensation and pensions.—The committee recommends an appropriation of 
$10 million for this purpose, which is $10 million less than the budget estimate. 
During the hearings, the Veterans’ Administration estimated that in view of 
recent cost experience since the preparation of the supplemental budget estimate 
it is indicated that $10 million will be adequate for the remainder of the year, 
and that the other $10 million will not be required. 

Readjustment benefits—The committee recommends the supplemental budget 
estimate of $185 million for this purpose. The original budget estimate was 
predicated on an average monthly training load of 435,000 veterans in training 
and current trends indicate there will be 545,000 trainees in the fiscal year 1956. 
The additional appropriation is to finance the program on this newly estimated 
level through June 30, 1956. 

Increased travel limitations.—The limitations on amounts available in 1956 
for travel expenses under appropriations for “General operating expenses’’ is 
increased to $2,891,550; ‘‘Medical administration and miscellaneous operating 
expenses” is increased to $824,950; and ‘‘Maintenance and operation of supply 
depots” is increased to $2,880. The increased limitations are to allow for addi- 
tional per diem and travel expenses arising from recent legislation. 


JUSTIFICATION OF ESTIMATE, FISCAL YEAR 1956 


Appropriation title: General operating expenses, Veterans’ Administration, $0 

The limitation under this head in the Independent Offices Appropriation Act, 
1956, on the amount available for expenses of travel of employees is $2,731,000. 

The inereased requirement attributable to Public Law 189, 84th Congress, 
amounts to approximately $447,000. However, as a result of restricting the 
amount of travel and by paying a rate of per diem less than the maximum allowed 
under Public Law 189, this request for increase to the limitation is only $169,000. 
The entire amount of $169,000 will be absorbed within the total funds available 
under the appropriation. 


Appropriation title: Medical administration and miscellaneous operating expenses, 

The limitation under this head in the Independent Offices Appropriation Act, 
1956, on the amount available for expenses of travel of employees paid from this 
appropriation and those engaged in training programs is $751,800. The increased 
requirements attributable to Public Law 189, 84th Congress, would amount to 
$125,000. The estimated increase in limitation has been restricted to $77,000 
by reducing the amount of travel and by paying a rate of per diem less than the 
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maximum allowed by Public Law 189. The entire amount of $77,000 is bein, 
absorbed within total funds available within the appropriation. i 


Appropriation title: Inpatient care, VA, $0 


The limitation under this head in the Independent Offices Appropriation Ag 
1956, on the amount available for expenses of travel of employees is $246,000 

An increase of $117,600 for a total limitation of $363,600 is requested for the 
following specific purposes: 

(a) Public Law 737, 83d Congress, authorizes travel and per diem 9; 
Government expense every 2 years for American employees recruited in the 
United States but serving in extra continental field stations. The hospital 
program requirement for VA hospital, San Juan, P. R. is estimated 
at $7,500. 

(b) Travel of doctors, nurses, and attendants to accompany patients 
during transfers of patients to neuropsychiatric or intermediate wards jy 
general medical and surgery hospitals will require an estimated $30,000 
increase over the level previously experienced for employee attendant travel, 

(c) Increased transfers of trained employees is required for prompt adjust- 
ment of operating levels between hospitals where occasioned by changes ip 
workload or the local demand for hospitalization, and where new hospitals 
are activating additional wards. Experience indicates that obligations of 
at least $18,000 must be incurred over prior levels for this purpose to avoid 
the loss of trained staff. 

(d) Continued expansion of the foster home program is necessary to in- 
crease the turnover rate in NP hospitals. Under this program, certain NP 
.patients are placed in private homes where they may complete the last 
phases of readjustment to community life and thus obtain discharge from 
the hospital. There are additional requirements of at least $25,000 in 
employee travel to implement this program to a satisfactory level, since the 
use of travel funds is involved in locating the proper home atmosphere and 
the counseling trips necessary to ascertain the patients’ progress. 

(e) The enactment of Public Law 189, 84th Congress, requires an in- 
crease of $37,100. 

The entire amount of $117,600 is being absorbed within total funds available 
in the appropriation. 

The average number of beneficiaries to be furnished inpatient care and treatment 
is reduced from 131,484 to 130,309. This decrease is attributable to a reduction 
in the average daily patient load in contract hospitals from the 4,575 originally 
estimated for fiscal year 1956 to 3,400 as now estimated on the basis of current 
experience. 

This reduction in the patient load will result in savings of $2,124,900 from the 
amount of $16,326,600 included in the appropriation for this purpose and will be 
applied against the proposed supplemental for pay increases. 


Appropriation title: Maintenance and operation of supply depots, VA, $0 


The limitation under this head in the Independent Offices Appropriation Act, 
1956, on the amount available for expenses of travel of employees is $2,500. 

The enactment of Public Law 189, 84th Congress, requires an increase of $400 
for a total limitation of $2,900. The increase in limitation will be absorbed within 
funds available in the appropriation. 


Appropriation title: Outpatient care, Veterans’ Administration, $3,882,200 


Additional funds in the amount of $3,882,200 will be required during fiscal year 
1956 for the operation of the outpatient care program. The requirements for 
additional funds have resulted from the enactment of Public Law 94, 84th Con- 
gress, salary increases, in the amount of $3,382,200 and from uncontrollable causes 
in the fee-basis medical services, prosthetic supplies, drugs and medicines, and 


beneficiary travel in the amount of $500,000. These items are explained as 
follows: 


Public Law 94 salary increases, $3,382,200 

Supplemental requirements for Public Law 94, 84th Congress, salary increases 
total $3,382,200. This amount required for Public Law 94 salary increases has 
been computed at 7% percent of total salary amounts reflected in station operating 
plans exclusive of salary amounts planned for those employees who are not 
entitled to the increased salary. Computation is as follows: 
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Program: Outpatient care: 
tat cie atall tik wires oa ese 34 whee addon ie toae $49, 570, 100 
Less Publie Law 94 pay raise 3, 382, 200 
107, 100 
54, 000 


Total salaries subject to Public Law 94 5, 026, 800 
Times 744 percent (Public Law 94 requirements) 382, 200 


Beneficiary travel, $50,000 


Supplemental requirements for beneficiary travel in the amount of $50,000 
are required to pay for the cost of travel by veterans being examined or treated 
bv the Veterans’ Administration. This will provide an amount approximating 
the actual obligations for this purpose during fiscal year 1955. 


Medical fees, $200,000 


Supplemental requirement of $200,000 in medical fees is due to the increased 
average unit cost of $0.31 per outpatient medical visitor to hometown physicians, 
from $11.45 as originally estimated to $11.76. Since the cost per fee authoriza- 
tion has been running at $11.84 for the first 5 months of the present fiscal year, 
it is conservatively estimated that the overall cost per completed case for the 
fiscal year will balance off at the indicated $11.76 figure. The following table 
represents the revised requirements in this activity. 


Fiscal year Fiscal year 
1956 original | 1956 revised 
estimate estimate 


Number individuals visiting (fee) 612. 000 612, 000 
Unit cost $11. 45 $11. 76 
Direct cost $7, 004, 900 $7, 195, 357 
Other costs ! $482, 243 | $482, 243 
Total cost $7, 487, 143 $7, 677, 600 
Plus 5 percent for net obligation requirements $374, 357 $383, 900 
Required appropriation $7, 861, 500 $8, 061, 500 


| Includes cost of intermediary program, community home nursing program, and claims not subject to 
prior authorization. 


Drugs and medicines, $100,000 


The additional requirement of $100,000 is attributable to the increased usage of 
relatively new and expensive drugs on an outpatient basis. Veterans with service- 
connected neuropsychiatric and tuberculosis disorders are being discharged earlier 
from VA hospitals due partially to the dramatic effects of such drugs as reserpine 
and chlorpromazine (NP) and PAS, pyrazinamide and viomycin (TB). Failure 
to furnish these drugs in VA outpatient clinics tend to void the results already 
attained in VA hospitals and would increase the probability of need for hospitaliza- 
tion by those now amenable to this type of outpatient care. 


Prosthetic appliances, $150,000 


Supplemental requirement for the purchase of hearing aids in the amount of 
$150,000 is required due to the increase in unit cost of approximately $25 of the 
new transistor type aid over the old battery type aid. Average unit cost for the 
battery type aid was $130 per unit and the cost of transistor aids is approximately 
$155. The estimated demand for hearing aids is 6,000 units for the fiscal vear. 

The limitation in the Independent Offices Appropriation Act, 1956, on the 
amount available for expenses of travel of employees is $170,000. 

An increase of $38,000 for a total limitation of $208,000 is requested for the 
following specific purposes: 

(a) Public Law 737, 83d Congress, authorizes travel and per diem at Gov- 
ernment expense every 2 years for American employees recruited in the 
United States but serving in extracontinental field stations. The outpatient 
care program requirement for VA regional offices, San Juan, P. R.; Juneau, 
Alaska; Honolulu, T. H., and Manila, Philippine Islands, is estimated at 
$12,000. 

(b) The enactment of Public Law 189, 84th Congress requires an increase 
of $26,000. 

The entire amount of $38,000 is being absorbed within total funds available in 
the appropriation. 
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Appropriation title: Compensation and Pensions, VA, $20 million 


Additional funds in the amount of $20 million will be required in fiscal year 
1956 for the payment of veterans’ benefits from the compensation and pensions 
appropriation. Obligations payable from this appropriation arise by operation 
of law and are not administratively controllable. 

Of the total of $2,798,622,839 which is presently available for obligation ang 
expenditure during fiscal year 1956, $1,390,946,922 was obligated during the first 
6 months, leaving $1,407,675,917 available for the 6-month period, January | 
through June 30, 1956. Present obligation trends indicate approximate require. 
ments of $1,427,700,000 for this period. 

Average annual payments used in computing the estimated fund requirements 
included in the fiscal year 1956 budget were based in part on anticipated effects 
of recently enacted rate-increasing legislation. Payment rates actually ex. 
perienced thus far in 1956 indicate that the impact of this legislation had not been 
fully considered. This, together with an unexpected increase in World War | 
pension cases, has necessitated this supplemental. 

Requirements for the remainder of the year have been computed on the basis 
of trends indicated by obligational expericnce during the first 6 months for each 
entitlement category within the appropriation, as follows: 


COMPENSATION AND PENSIONS, FiscaL YEAR 1956 


Obligations by categories—actual 1st 6 months, estimated last 6 months 


| 
Entitlement category 


| 


Last 6-month | Fiscal year 1956 
total total (revised 
(estimated) | estimate) 


1st 6-month 
total (actual) 





1, Compensation: 
Spanish-American War veterans___._....-.-.----| $405, 122 $373, 603 | 
Spanish-American War dependents. -- oes 566, 116 | 584, 634 
World War I veterans oak Sad ; 112, 561, 344 | 108, 659, 288 | 
World War I dependents ‘ 7 26, 924, 160 26, 815, 545 
World War II veterans oe . ; 521, 942, 350 522, 600, 575 
World War II dependents__- eo as 150, 081, 483 152, 563, 718 
Korean conflict veterans. __......--...---- sinha 68, 483, 154 72, 869, 526 
Korean Conflict dependents ca : 21, 357, 784 22, 655, 960 
Peacetime-service veterans Pictu Sen 21, 814, 361 23, 244, 732 
Peacetime-service dependents - - - : 9, 352, 952 10, 398, 898 


edbiceet : ; 
Total compensation 933, 488, 826 | 940, 766, 479 


2. Pensions: 
Yellow fever experiments 750 750 _ 
Mexican War dependents 2, 007 1, 862 3, 86 
Indian Wars veterans 121, 431 124, 139 245, 570 
Indian Wars dependents. 363, 345 374, 115 737, 460 
Civil War veterans —6, 238 7, 863 1, 625 
Cis il War dependents , 684, 092 1, 558, 788 3, 242, 880 
Spanish-American War veterans 7, 564, 702 35, 581, 722 73, 146, 424 
Spanish-American War dependents , 170, 892 27, 223, 445 5A, 394, 337 
World War veterans . 637, 156 249, 877, 044 480, 514, 200 
World War I dependents 97, 710, 599 | 103, 263, 481 200, 974, 080 
World War ITI veterans 367, 572 27, 192, 262 53, 559, 834 
World War IT dependents 338, 911 11, 374, 259 21, 713, 170 
Korean Conflict veterans 787, 498 1, 036, 502 1, 824, 00) 
Korean Conflict dependents__._............-....- 178, 734 303, 942 482, 676 
Peacetime-service veterans 31, 606 30, 285 61, 891 

19, 328 17, 302 36, 630 











FO 432, 972, 385 | 457, 967, 761 


890, 940, 146 





3. Other: 
Emergency officers’ disability retirement (World 
War I) 1, 963, 904 1, 965, 496 3, 929, 400 
Adjusted service and dependents’ pay -__- 2, 775 1, 213 3, 988 
Subsistence allowance for disabled veteran trainees 14, 139, 492 18, 118, 508 32, 258, 000 
Initial burial allowances__-- } 8, 379, 540 8, 856, 460 17, 236, 0 





Total, other 24, 485, 711 53, 427, 388 


Grand total 1, 390, 946,922 | 1, 427,675,917 | 2, 818, 622, 839 
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{ppropriation title: Readjustment benefits, VA supplemental request, $185 million 

Additional funds in the amount of $185 million will be required for payment of 
readjust'nent benefits during fiscal year 1956. 

These additional funds are required for benefit payments to veterans in training 
under the provisions of Public Law 550, 82d Congress as amended. The funds 
presently available for this purpose are $540,645,000 which will provide for a 
monthly average training load of only 407,517 at an average annual cost of 
$1,325.68. The number of veterans in training has increased from 304,358 in 
June to 706,762 by the end of December. The current estimate of monthly 
averaze training loads for the fiscal year is 545,000 which will require an additional 
amount of $182,396,000. 

The actual average annual cost experienced during the first 6 months was 
$1,365.96. However, it is expected that by the end of June the annual average 
cost will be $1,336.96 or $10.28 more than provided for in previous estimates. 
This increased unit cost for 545,000 veterans will require an additional $5,604,000. 

No additional funds are being requested for the other activities paid from this 
appropriation. 


GENERAL STATEMENT 


Senator Maanuson. Do you have anything to add? 

Mr. Parrerson. Mr. Chairman and members of the committee, 
we are here today in connection with those provisions of H. R. 10004 
which relate to supplemental appropriations for the Veterans’ Admin- 
istration in a total amount of $239,978,400. This total request is 
composed of (1) $185 million for the appropriation ‘‘Readjustment 
benefits’ due to higher Public Law 550 trainee loads and unit costs 
than were originally anticipated; (2) $10 million for the appropriation 
“Compensation and pensions” due primarily to higher caseloads in 
some categories, (3) $500,000 for the appropriation “Outpatient care” 
due to increased needs for medical fees, prosthetic appliances, drugs 
and medicines, and (4) $44,478,400 for various appropriations to 
cover increased pay costs due to the provisions of Public Law 94, 
84th Congress. 

In addition to these supplemental appropriations H. R. 10004 also 
provides for increased travel limitations required in various Veterans’ 
Administration appropriations due to the provisions of Public Law 
189, 84th Congress. 

Senator Dirksen. Is that the overall pay cost for the whole 
administration? 

Mr. Parrerson. That is right. 


OUTPATIENT CARE 


Senator Dirxsen. About that $500,000 for outpatient care, has 
there been an increase in cost where medical fees and drugs or medi- 
cines are involved or is it that you were short in quantity and you 
used more than you anticipated when you justified your original 
1956 budget? 

Mr. Scnorn. There has been an increase in medical fees of approxi- 
mately 31 cents per authorization above the original planned figure. 
The rest of the money is for other increased costs. Two hundred 
thousand dollars is estimated for fee-basis amounts. That is for 
outpatient work done on a fee basis. 

There has been an increase in the cost of prosthetic appliances pri- 
marily in the transistor hearing aids which is an advancement over 
the battery type. This is an increase of unit cost of approximately 
$25 each. We issue something in the neighborhood of 6,000 a year. 
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COMPENSATION AND PENSION CASELOADS 


Senator Dirksen. I see in some categories you had a higher case 
load on compensation and pensions. What are those 
categories? 

Mr. Ketssy. Those would be additional payments for World Wy 
I with a pensionable disability. It is not due to any new legislation, 
but simply a higher number applying for these benefits which ay 
provided by the law. 


special 


READJUSTMENT BENEFITS 


Senator Dirksen. Then you have the $185 million for readjustment 
benefits. Public Law 550 trainee loads. 

Are there any e mphatic trends there with respect to types of training 
that they are going for? 

Mr. Parrerson. They are pretty much across the board. 

Mr. Monk. They are a little higher in the college bracket than we 
had originally anticipated. About 55 percent of the total trainees are 
in colleges and universities. This is not particularly a larger increase 
than we had anticipated. 

Senator Dirksen. I suppose you have that broken down into 
categories and types of training. 

Mr. Monk. Yes, sir. 

Senator Dirksen. By numbers? 

Mr. Monk. Yes, sir. 

Senator Dirksen. I did not see in the House hearing whether you 
inserted a table on that or not. If you did not, I think it would be 
rather informative if you did insert a short table showing the numbers 
in each broad category of training and the types of training they are 
getting. 

Mr. Monk. We will be very glad to do that. 

Senator Dirksen. To see whether or not one can spell out a trend 
or a new emphasis on certain types of training. 

(The tables referred to follow:) 


Veterans in training under Public Law 550 forecast, fiscal year 1956 
Higher learning ia Dg at) a 
Other schools: 


a - oe sleds — 175, 000 

Resident __ 153, 000 
Correspondence ima : _ 22, 000 
Instruction on farm__.- ae Loe _. 36,000 


_ 60,000 


De a ; . 545, 000 


TRAVEL LIMITATIONS 


Senator Dirksen. You may proceed, then. 

Mr. Parrerson. In recommending higher travel limitations the 
House Appropriations Committee has reduc ed our requested increase 
by 5 percent; we are not protesting this minor adjustment which is 
related only to the amounts of the requested increases. These changes 
affect the amount available for employee travel purposes but do not 
involve additional fund requirements. 
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All supplemental appropriation requests of this agency have been 
approved by the House Appropriations Committee in the exact 
amounts requested. There is attached hereto a copy of my statement 
to that committee in support of our supplemental requirements which 
may be inserted in the record if you desire. 

The statement referred to follows:) 


IpsTIFICATION OF SUPPLEMENTAL APPROPRIATION ESTIMATES TO INDEPENDENT 
OrriceEs SUBCOMMITTEE OF THE House APPROPRIATIONS COMMITTEE 


Mr. Chairman and gentlemen of the committee, we are appearing before you 
today to request supplemental appropriations in a total amount of $198,882,200, 
comp sed of $3,882,200 for outpatient care, $185 million for readjustment benefits 
and $10 million for compensation and pensions. 

In addition to these supplemental appropriation allowances we are also asking 
at this time for your favorable consideration of necessary changes in appropriation 
language which will enable the Veterans’ Administration to pay the increased 
employee travel allowances authorized by Public Law 189, 84th Congress. We 
are not requesting additional funds for this purpose as the amounts required will 
be absorbed within available appropriations. The total requested increase in 
travel limitation of $402,000 is composed of the following appropriation changes: 


Limitation Limitation | 


in effect requested | Increase 


Appropriation 
| |— 
$2, 731, 000 $2, 900, 000 $169, 000 
751, 800 828, 800 77, 000 
Inpatient care- Sa 246, 000 363, 600 | 117, 600 
Outpatient care. ---- 170, 000 208, 000 38, 000 


Maintenance anc | 2, 500 | 2, 900 | 400 


4, 303, 300 | 402, 000 


TO civcdalaceiedtjucstsengniband samen sees el inalegoane 3, 901, 300 


With respect to the increased travel limitation requested for the inpatient care 
appropriation, it is pointed out that additional travel requirements in this area 
are also generated by the provisions of Public Law 737, 83d Congress, and in- 
creased medical demands. These matters are further explained in the detailed 
justification furnished your committee. 

Although travel allowances were increased approximately 35 percent by the 
provisions of Public Law 189, the total increase requested of $402,000 is only 
10.3 percent of the original limitation. This lower average has been accomplished 
by judicious curtailment of employee travel activities and the holding of per diem 
and mileage rates below the maximum permitted by Public Law 189. These 
actions have resulted in the elimination of additional fund requirements for this 
purpose in the current year. 


CHANGE IN PATIENT-LOAD SPECIFICATION 


There is one other change in appropriation language that we are proposing and 
that is the reduction of the number of beneficiaries specified in the ‘Inpatient 
care” appropriation. The present number is 131,484, but because of a decrease 
of 1,175 in the estimated patient load in contract hospitals, we are requesting the 
total number of beneficiaries to be changed to 130,309. The monetary savings 
resulting from this decrease in patient load will be applied to the proposed supple- 
mental for pay increases under Public Law 94, 84th Congress, which will be sub- 
mitted for your consideration at a later date. 


Outpatient care, $3,882,200 

_ The amount appropriated for the fiscal year 1956 was $82,089,000 of which 
511,500,000 was for dental fees and $70,589,000 for all other outpatient activities. 
Although it is now planned to use only $11,100,000 for fee-basis dental work, 
thereby increasing available funds for other activities to $70,989,000, it is now 
estimated that $74,871,200, or an additional $3,882,200, will be needed for these 
purposes. This amount includes $3,382,200 for increased salary costs due to the 
provisions of Public Law 94, 84th Congress. In addition we have found since 
the submission of our 1956 estimates for outpatient care that the costs of bene- 
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ficiary travel, hometown medical-care fees, prosthetic appliances, and drugs anq 
medicines have increased to such an extent that additional funds in the amoy); 
of $500,000 are needed for these purposes if we are to provide acceptable medie,| 
care to veterans eligible for outpatient service. ’ 

Obligations through December 31, 1955, for other than fee-basis dental wop; 
amounted to $37,402,741, leaving $33,586,259 available for the balance of the 195; 
fiscal year, whereas the fund requirements for that period are now estimated x 
$37,468,459 for these purposes. 

Readjustment benefits, $185 million 

The amount appropriated for fiscal year 1956 was $627,097,000, which was th 
full amount requested. 

Included in the appropriated amount was $540,645,000 for payment to vetergy; 
in training under Public Law 550, 82d Congress, as amended. This amount was 
estimated to be sufficient to cover a monthly average training load of 435.99 
veterans at an average annual cost of $1,252. The rate of enrollment unde 
Public Law 550 is greatly exceeding the original estimate and it now appears tha; 
an average trainee load of 545,000 can be reasonably expected as against the aver. 
age of 435,000 considered in our 1956 appropriation allowance. In addition, the 
actual experience of the first 6 months indicates that the average annual cost per 
trainee will approximate $1,337. This increase of $85 in the average anniua! 
cost per trainee is due primarily to the fact that in the initial estimate of 435,00) 
trainees the highest educational allowance group—school and farm—renresented 
only 81 percent of the total trainees, while in the present estimate of 545,000 
trainees, this group represents 85 percent of the total trainees. Also, Public 
Law 280, 84th Congress, which deferred for a 12-month period the reduction of 
educational allowance received by veterans in institutional on-farm training, has 
contributed to the increased average annual cost per trainee. 

It is beheved that obligations for other benefits paid from this appropriation 
will approximate the amounts originally contemplated. However, due entirely 
to the increased costs and loads applicable to Public Law 550 trainees, it is now 
estimated that total appropriation requirements will exceed $812 million in the 
current fiscal year. 

Obligations through December 31, 1955, amounted to $335,116,809, leaving 
an unobligated balance of $295,829,191 as of that date. Fund requirements of 
$480,829,191, or $185 million in excess of availability, are indicated for the 
remainder of the year on the basis of current experience. 

Compensation and pensions, $10 million 

The amount appropriated for the fiscal year 1956 was $2,800 million. Due to 
increasing rates and caseloads in some categories, it was originally believed that 
this appropriation would be insufficient to the extent of $20 million, and a supple 
mental request for these additional funds was initiated. However, expenditures 
for the period July 1, 1955, through January 31, 1956, have been lower than 
anticipated and it is doubtful if disbursements during the balance of the fiscal 
year will reach the level originally estimated. We have discussed this matter 
with the Bureau of the Budget and have received their authorization to reduce 
the pending supplemental appropriation request under this heading to $10 million, 

The various officials of the Veterans’ Administration who are here with me 
will be glad to furnish you with any additional information you may request. 


REDUCTION IN PATIENT LOAD 


Senator Macnuson. Why did you request the reduction of 1,175 on 
patient load? 

Dr. Mippieton. On the basis of experience. This provides ade- 
quately for the patients now being accommodated in our own facilities 
and represents a reduction only in the contract hospital loads. 

Senator Macnuson. That is in the contract? 

Dr. Mippietron. That is right. 

Senator Macnuson. So you will have less to pay out. 

Dr. Mippuieron. ‘Exactly. 
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INCREASE IN READJUSTMENT BENEFITS 


Senator DworsHaAk. I do not understand why these readjustment 
henefits are increasing. Did you anticipate that or are they moving 
ina direction that you did not anticipate? 

Mr. Monk. They are a little higher than the estimates included 


Fin the 1956 budget as submitted. We do not believe that they are 


voing any higher than we had originally forecast the training would be. 
We had originally contemplated that it would gradually increase up 
to and including the fiscal year 1957, at which time it would probably 
reach its peak. 

Senator DworsHAK. Is some of this 185 million in the regular 


budget for this fiscal year? This is supplemental. 


Mr. Monk. This is supplemental. The regular budget was sub- 


mitted over a year ago. The estimates were prepared somewhat prior 


to that time. 

Mr. Parrerson. The rate of enrollment under Public Law 550 is 
greatly exceeding the original estimate. It appears that the average 
training load of 545,000 can be reasonably expected as against the 
average considered in our 1956 appropriation allowance. 

In addition the actual experience of the first 6 months indicates 


' that the average annual cost per trainee will approximate $1,337. 


This increase of $85 in the average annual cost per trainee is due 


| primarily to the fact that in the initial estimate of 435,000 trainees, 


the highest education allowance groups, school and farm, represented 
only 81 percent of the total trainees, while in the present estimate of 
545,000 trainees this group represents 85 percent of the total trainees. 

Also, Public Law 280, which deferred for a 12 months’ period the 
reduction of educational allowance reveived by veterans in institu- 
tional on farm training has contributed to the increased average 
annual cost per trainee. That is also broken down under this supple- 
ment to the statement that I read. 


PROGRAM TERMINATION 


Senator DworsHak. When will the program be terminated? 

Mr. Monk. For the Korean veterans it terminates in 1965 under the 
present law. 

Senator Dirksen. For World War II? 

Mr. Monk. Public Law 550 does not apply to World War II vet- 
erans. That is only for the Korean veterans. 

Public Law 346, which was a similar bill for World War II, expires 
in July of 1956. 


PERCENTAGE OF VETERANS UTILIZING PROGRAM 


Senator Dirksen. What percentage of all veterans that would be 
eligible for training have utilized their rights under the program? 

Mr. Monk. World War II veterans, approximately 50 percent. A 
little bit over 50 percent. 

Mr. Parrerson. About 51 percent. 

Senator DirksEN. Do you anticipate a further surge in that field 


— we can say that we actually have leveled off and then start 
own? 





252 SECOND SUPPLEMENTAL APPROPRIATION BILL, 1956 


Mr. Monk. We expect it to go up a little in 1957 and then stay 
down. 


Mr. Parrerson. That is for the Korean veterans. 


TERMINATION OF WORLD WAR II PROGRAM 


Senator Dirksen. What about World War II? 

Mr. Parrerson. Educational benefits for World War IT veteraps 
terminate in 1956. 

Senator Magnuson. Do you have the jump from 300,000 in Juy, 
to 700,000 by the end of December? 

Mr. Monk. Our statistical figures are end-of-month figures. 

June is the break between the regular school year and the summ 
session, so that most of the students are not actually in training a 
of the end of June. 

Senator Magnuson. That starts to go up in September? 

Mr. Monk. Yes, sir; then we expect another slight surge in Maret 
when the second semester figures are available. 

Senator Magnuson. That makes your average about 545,000 

Mr. Monk. That is correct, sir. 

Senator MaGnuson. It is a little more than anticipated? 

Mr. Monk. Yes, sir. 

Senator DworsHak. Are the Korean veterans running about the 
same rate as the World War II veterans? 

Mr. Monk. They have not vet reached the same ratio. Of course, 
the period of time has not tolled yet for the Korean veterans. | 
would say that the Korean veteran participation is about the same 
or maybe a little bit heavier than the same period for the World 
War II veterans. 

Senator Maenuson. Any further questions? 

If not, thank you, gentlemen. 

(Whereupon, at 4:30 p. m. Wednesday, March 21, 1956, a recess 
was taken until 10 a. m., Thursday, March 22, 1956.) 
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THURSDAY, MARCH 22, 1956 


Unitrep States SENATE, 
COMMITTEE ON APPROPRIATIONS, 
Washington, D. C. 


The committee met at 10:10 a. m., pursuant to recess, in room 


| F-37, the Capitol, Hon. Carl Hayden (chairman) presiding. 


Present: Chairman Hayden, Senators Russell, Hill, Robertson, 
Bridges, Thye, Dworshak, and Dirksen. 


DEPARTMENT OF THE INTERIOR 
NATIONAL PARK SERVICE 


STATEMENT OF HON. STUART SYMINGTON, A UNITED STATES 
SENATOR FROM THE STATE OF MISSOURI 


JEFFERSON EXPANSION MEMORIAL 


Chairman Haypen. The committee will be in order. 

Senator Symington and Senator Hennings would like to be heard 
on the estimate for the construction of the Jefferson Expansion 
Memorial. 

The bill includes $3 million for this purpose. However, on the 
floor of the House the phrase “to remain available until expended” 
was deleted on a point of order. 

Senator Symington, we will be glad to hear you. 

Senator Symincton. My senior colleague is here and I defer to him. 

Senator Henninas. Go right ahead. 

Senator Symincton. May I read a very short statement for your 
consideration and that of the committee? 

Senator HaypEN. Surely. 

Senator Symineton. Mr. Chairman, contained within H. R. 10004 
is a provision for the appropriation of $3 million for the Jefferson 
National Expansion Memorial project in St. Louis. 


MEMORIAL TO WESTERN EXPANSION 


_ This project, a memorial to the great expansion of the West, is of 
importance to all Americans. 

In 1935, the citizens of St. Louis voted bonds to pay the city’s share 
of the project. I might point out, Mr. Chairman, that is 21 years ago. 

Forty blocks in the heart of St. Louis have been cleared ready for 
the memorial. 

This project has now been delayed far too long. It should be 
completed, we respectfully request, as soon as possible. 


253 
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Referring to Jefferson Memorial, the original wording of this bill, 
as reported. to the House, read: 


NATIONAL PARK SERVICE 
CONSTRUCTION 


For an additional amount for ‘‘construction,’’ $3,000,000, to remain available 
until expended. 

In order that the Park Service may negotiate and contract properly, 
based on good business processes, for Teloc ation of railroad tracks 
through the area, this appropriation of $3 million is necessary now, 
It is anticipated that the money may not be committed before the end 
of this fiscal year. 

The words “to remain available until expended”’ were stricken out 
on the floor of the House. 


LANGUAGE RESTORATION 


In order that there be no question as to the availability of funds for 
this long-delayed project, we respectfully, Mr. Chairman, ask that this 
committee restore the words “to remain available until expended” 
as requested by the Bureau of the Budget and concurred in by the 
President. 

Chairman Haypen. That is the same thing that we do year after 
year with respect to construction appropriations. You know that you 

cannot expend it in the fiscal year but, at the sarre time, you know 
that you have a project that has to proceed and, without the : authority 
of law to commit the money, you cannot do it. 

Senator SYMINGTON. Mr. Chairman, if I may say so, sir, based on 
my experience, in striking the words out they are asking for some form 
of unbusinesslike performance in the way of inadequate time to 
properly contract. 

As our good friend, the distinguished former Senator from Oregon, 
Mr. (¢ ‘ordon, whom I am very happy to see here this morning, “has 
just reminded me, based on his experience on the committee, you are 
not supposed to ‘strike out things that have been passed ‘by the 
Congress. 

My distinguished senior colleague, who is a lawyer and has had far 
more experience in the legislative branch, would know more about it. 
I thought, even from my layman’s viewpoint, that it made a point. 


NATIONAL PARK SERVICE 


STATEMENT OF HON. THOMAS C. HENNINGS, JR., A UNITED STATES 
SENATOR FROM THE STATE OF MISSOURI 


JEFFERSON MEMORIAL, ST. LOUIS 


Chairman Hayprn. Senator Hennings, we will be glad to hear 
from you. 

Senator Hennines. Thank you, Mr. Chairman. I will try not to 
repeat the subject matter that my good friend Senator Syminzton has 
presented to the committee. 

The chairman will remember very well that in the Committee on 
Rules we had this matter before us and that the $3 million was at that 
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‘ime reported out to be in conformity with the balancing of the budget. 
iy that form, it was reported and passed by the Senate. 

1 do want to express my appreciation and that of the people of 
\fissouri for your allowing Senator Symington and me to be heard 
‘his morning on this item in H. R. 10004, which relates to the $3 
million for appropriation for work in connection with the Jefferson 
\femorial in St. Louis. 

Mr. Chairman, on January 18 of this year, President Eisenhower 
submitted to Congress a national budget indicating, and I quote, “an 
n-balance situation.” 

This act on the part of the President, according to an official state- 
ment from the Bureau of the Budget, removed the legal and we believe, 
‘oo, the moral barrier to the appropriation of the necessary construc- 
‘ion funds for the National Expansion Memorial in honor of that great 
American, Thomas Jefferson. 

As members of this committee know, it had been well understood 
that an appropriation for construction work on this memorial would 
not be sought until the national budget was ‘‘in balance.”’ 

The request from the Bureau of the Budget, Mr. Chairman, for an 
appropriation of $3 million to begin work on this memorial was not 
made until March 1, 1956, after the House Committee on Appropria- 
tions had completed its hearings on the appropriations bill for fiscal 


For this reason, the House committee, as I understand, included this 
item of $3 million in H. R. 10004, the second supplemental appropria- 
lion. 

In order that work could actually proceed on this memorial, the 
committee attached the words “to remain available until expended.’ 

However, as Senator Symington said, this phrase was stricken on 
the floor of the House on a point of order, and Senator Symington and 
l are here today to urge this committee to restore this language which 
would permit the construction work on the memorial to continue 
after the end of the current fiscal year, June 30, 1956. 

It is our understanding that the only other way in which an appro- 
priation for this memorial can be provided by the Congress is by in- 
rluding the item in the regular appropriation for fiscal year ending 
lune 30, 1957. 

As I understand it, the hearings on that bill in the Senate have been 
roncluded. This does not preclude, of course, the committee’s includ- 
mg such an item in a regular appropriation for fiscal 1957. 

The State of Missouri and, indeed, patriotic citizens throughout 
the entire country would greatly appreciate this committee’s giving 
favorable consideration to this item. 


RAILROAD RELOCATION 


As Senator Symington said, there is a large barren tract of waste- 
Jand which is now being used as a parking lot out on the riverfront. 
Une of the obstacles that has stood in the way of the completion has 
Heen the relocation of the so-called railroad tracks down on the front 
f the river on the levee. Of course, it is necessary to let contracts to 
rommence upon this very important undertaking. 

lhat concludes my statement, Mr. Chairman. 

Chairman Haypen. Are there any further questions? 

Thank you. 

74919—56——17 
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Bureau or LAND MANAGEMENT 


STATEMENT OF HON. GUY CORDON, ATTORNEY 


TIMBER ACCESS ROADS 


Chairman Haypren. We have an estimate for $2 million for ¢op. 
struction of timber-access roads in the Oregon and California gray; 
lands. 

The House disallowed the estimate on the basis that the Bureay of 

Land Management could not obligate this $2 million in addition ty 
the $4 million in the regular bill for the fiscal year 1957. 

Senator Cordon, we look upon you as an authority on Oregon anj 
California revested land grants. You are familiar with it almost 
from childhood, and we would like to have the benefit of your views 
on that particular situation. 

Mr. Corpon. Mr. Chairman, for the record, my name is Guy 
Cordon. Iam by profession an attorney at law, and I appear before 
the committee today representing the 1 18 counties in western Oregon 
in which is located the total grant that was made by the Federal 
Government to the Oregon & ( ‘alifornia Railroad to assist in the build. 
ing of a railroad through that area, which land grant was thereafter 
the subject of litigation and which litigation had its conclusion in a 
reference of the matter back to the Congress with directions to the 
Congress to, by legislation, enforce certain covenants originally con- 
tained in the original land grant. 

These counties are the beneficiaries of gross receipts from the lands 
in question except as to 25 percent thereof which is retained by the 
Federal Government for administrative purposes. 

The situation that we find ourselves in now is this: The lands 
which are heavily timbered, are being operated on a sustained-yield 
basis in fact as well as in theory and, “of course, there can never be s 
continuous supply of timber from given timberlands unless the old 
growth timber is removed so that young growth can come on. 

There is a demand for perhaps more “timber from these lands thar 
sustained yield or allowable cut will permit. 

I think that one of the reasons advanced by the House for with- 
holding these funds was the fear that the construction of additional 
access roads would result in the sale and cutting of timber beyond 
and above the allowable cut. 

That is a misconception, Mr. Chairman. The roads are needed in 
order that true sustained-yield operation can be had. The timber 
which has reached its maturity is now decaying and is subject to blight, 
diseases, and all of those attacks that result in the end in utter wastage 


TIMBER IN ISOLATED AREAS 


That timber is in many instances in isolated areas. As the chai 
man well knows, this is a mountainous area. It is an area where 
roadbuilding is most difficult, an area where there has never beet 
access satisfactory for the purpose of getting the timber out as It 
should be gotten out. 

These roads are needed if the job is to be properly done. If we are 
to take out the timber that needs to be taken out today, it will not 
result in a sale and cutting of more than the sustained-yield capacity 
It will result in getting out the timber that should be out. 
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GOOD FORESTRY MANAGEMENT 


Chairman Haypen. Of course, these lands are operated under the 
best-known forestry practices. As I recall, some of these lands 
have not been cut over. ’ 

\Mr. Corvon. In the major portion of it, Mr. Chairman. 

It is true, Mr. Chairman, that if this appropriation be granted, the 
funds cannot be entirely expended in the balance of the fiscal year 
1956. It is also true, however, that, if the funds are granted, there 
will be additional preparatory work made in the matter of examina- 
tion of areas where roads are needed, in the location of such roads, in 
the planning of the roads. : 

There will be an advancement of the construction program hereto- 
fore planned for 1957, and the funds which will be carried over will 
be available for 1957. 


REIMBURSABLE APPROPRIATIONS 


Now, there is one other factor that I think is most important here. 
This is a request for an appropriation from the Treasury of the United 
States, but it is a reimbursable appropriation and an appropriation 
of funds which, if not appropriated for this purpose, will, nevertheless, 
be paid out of the Treasury of the United States after June 30 of 1956. 

Chairman Haypen. What you are saying is that it is actually an 
appropriation of the counties’ money? 

Mr. Corpon. That is correct. 

The law provides for 25 percent of the receipts from these lands to 
remain in the Treasury subject to an appropriation for administra- 
tion. The balance of 75 percent, the law directs to be paid to the 
beneficiary counties. 

Now, the county courts of those counties are fully familiar with the 
situation. They realize that the value of that great asset is dependent 
upon its being properly handled, protected, the old timber cut out for 
new timber to grow, and so on. 

They have themselves requested by resolution that this appropria- 
tion be made from funds that would otherwise come to them. 

lf this appropriation be made now, Mr. Chairman, on the Ist day 
of July of this year a credit for the same amount will appear on the 
books of the United States, and there will have been not a dollar 
taken from the Treasury. The same money will be paid out if we do 
not appropriate, and it will have to go to the county courts and be 
expended for county purposes, and God knows they could use it that 
way, but it would not be as valuable a use as the one they have re- 
quested, which is the use of the funds to increase accessibility of this 
umber and increase a sound commercial management of the lands and 
the timber on them. 

lL ask, in the name of the counties and for them, that the committee 
recommend the appropriation of the $2 million as a supplemental 
appropriation for 1956, the money to remain available until expended. 

| hope that, with this explanation, the committee will heed that 

request. 
lam sure that, in a conference, with a full understanding of the 
situation, that the conferees would go along on it. I am satisfied of 
i. It is for the best interests of the United States. It is for the 
best interests of the area. 
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It is good government, good business and sustained timber manage. 
ment in the highest meaning of that term. 

I thank you very much for the opportunity to appear. 

Chairman Haypen. Thank you. 


OFFICE OF THE SECRETARY 
RESEARCH IN THE UTILIZATION OF SALINE WATER “ 


STATEMENTS OF JOSEPH J. STROBEL, CHIEF, BRANCH OF ENG]. 
NEERING DEVELOPMENT, AND DAVID S. JENKINS, DIRECTOR. 
OFFICE OF SALINE WATER, DEPARTMENT OF THE INTERIOR 


JUSTIFICATIONS 


Chairman Haypen. The next item is research in the utilization of 
saline water. 

The House allowed the supplemental estimate of $200,000 fo 
‘Research in the utilization of saline water.” 

The justifications and any statement that you might have on the 
matter will be included in the record. 

(The justifications referred to follow:) 


DEPARTMENT OF THE INTERIOR 
OFFICE OF THE SECRETARY 
(H. Doce. 330) 
Research in the utilization of saline water 


Request for 4 months from Mar. 1, 1956 $200, 000 
Appropriation to date : 400, 000 
Obligations to Dec. 31, 1955 284, 475 
Expenditures to Dec. 31, 1955 67, 857 
Budget estimate next fiscal year 600, 000 


PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


For the acceleration of the saline water program as authorized by the act of 
August 29, 1955 (69 Stat. 198). The committees reporting on this amendatory 
legislation urged increased activity in this work. Funds for research and develop- 
ment made available by the regular appropriation for 1956 were exhausted during 
the first half of the current fiscal year. 


Program and financing 





Presently | Revised 
available | estimate 








Program by activities: | 
1. Administration and coordination | $107, 000 | $107, 00 

2. Research and development: 

(a) Non-Federal 253, 000 | 443, 000 

a) aE RUIN oss io. de ddbncndsiddadcsanescavdecuecs | 40, 000 | 50, 000 


Total obligations : cx o 
Financing: 


Appropriation 400, 000 
Proposed supplemental 
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Obligations by objects 


lassificati Presently | Revised 
Object classification available | estimate 





Total number of permanent | ee bike bane tak meweneie 13 
\verage number of all employees SR pone = 11 | 
Number of employees at end of year- ‘ 


01 Personal services: _ 
Permanent positions - - - .----- _— $82, 000 | 
Positions other than permanent- . ---------- somes oes ache : 2,000 | 
Regular pay above 52-week base... -- - DA a a a ar il 300 | 
Other payments for personal services. --------------------------- oe 4, 000 | 


Toke) PANN DUET IIE. «50552 enn nnns-o5--<- ae J 88, 300 

Travel oe a aetna Saas 13, 000 | 

4 Communication services._......--..------- pies : 5 2, 000 | 
eet Gane edt cs reedeweniddandaedeetene : 3, 000 | 
Other contractual services - asians alee diac eccscas sical 227, 000 | 
Services performed by other agencies - - -- : —- ; 40, 000 | 
Supplies and materials epee 700 | 
Equipment-.-- = Sccene bacajeaatven hedeat 1,000 | 

11 Grants, subsidies and contributions - ------...---------- | 25, 000 | 


Total obligations Be 400, 000 | 


JUSTIFICATION 


In 1952, because of the increasing and acute water shortages in many areas of 
the Nation and elsewhere, the Congress authorized the saline water conversion 
program, providing for research and development of low-cost processes for con- 
verting sea and other saline waters to fresh water for agricultural, industrial, 
municipal and other uses. 

The original act authorized the appropriation of $2 million over a 5-year period. 
It was recognized that if the initial results justified, the program might require 
extension beyond the original 5 years. During the initial 2% years, the explora- 
tory research and small-scale laboratory developments disclosed numerous sig- 
nificant potential improvements. The results indicated conclusively. that con- 
siderable improvement would be possible in time with continued research, and 
developments of larger size including small-scale pilot plants. 

Accordingly, during 1955 the Congress amended the original act, by extending 

the authorization through fiscal year 1966, and increasing the total amount which 
could be appropriated to $10 million or an annual increase of approximately 
$400,000 (Publie Law 111, 84th Cong., 2d sess.). The amendment also provides 
that a limited part of the research may be conducted by Federal agencies, increases 
the limitation on expenditures for administration of the program over the 14-year 
period to $2 million, and provides that not to exceed 10 percent of the total 
authorization may be used for research abroad if that research contributes to the 
United States program. 
_In increasing the amount of the authorization the Congress considered exten- 
sively that the stage of some of the research and development now being ap- 
proached will require larger experimental apparatus including small-scale pilot 
plants. It was recognized that such work would require somewhat larger expendi- 
tures for the individual research activities, and for a small technical staff to 
supervise the contract work, assure exhaustive coordination with all related 
activities so as to prevent unnecessary duplication and derive maximum results 
for the funds expended. Contacts with prospective and existing research con- 
tractors were limited because of the small size of the technical staff administering 
the program, and with a few additional scientific employees it would be possible 
to exchange and stimulate ideas more fruitfully and to follow more closely the 
research projects to be carried on in the future. 

lhe progress on process development has been encouraging in 5 or 6 fields in 
which development is being advanced as rapidly as possible. One process for use 
in converting brackish water, which had been improved about as far as possible 
In the laboratory, was taken to the field where a model unit is undergoing field 
tests. The results revealed numerous deficiencies which will now be corrected in 
larger equipment, and the need for independent research in membrane develop- 
ments. Another process, useful for converting sea water, has reached the stage 
Where a larger unit must be built and likewise tested extensively to identify and 
solve operating problems. 
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However the disparity between the amounts which can be paid for water ap, 
the cost of present conversion processes—even with present improvements. 
remains large. Therefore all meritorious proposals for new processes or improve. 
ments of existing processes are being explored and wholly new approaches my 
continue to be developed in order finally to perfect a number of processes fo 
treating the various types of waters for the several uses. Accordingly the Depar. 
ment is continuing to devote considerable attention to stimulation of scientif, 
thought including continued encouragement of new research proposals. For th, 
first time since the program was initiated, the cost of urgent and meritorious 
research and developmental work now before the Department far exceeds th, 
current appropriation for that research as shown in the attached table (exhibit 4 

The committees reporting on the amendment to the saline water program urge; 
an acceleration of activity which is essential to the efficient execution of the pro- 
gram and the realization of its objective. In order to comply with the wishes of 
the Congress, it was necessary during the early months of the fiscal year to obtaip 
a reapportionment of the initial $400,000 appropriation in order that the mos 
urgent of this contract research work could be financed without interruptio, 
Obligations or commitments during the first 2 quarters of fiscal year 1956, totale, 
$293,000, or the total amount appropriated for research development as shown oy 
the attached table (exhibit B), leaving only that necessary for expenses of super. 
vising and ‘maintaining the work during the last 2 quarters of the year. 

Therefore, a supplemental appropriation for fiscal year 1956 in the amount of 
$200,000 is needed for continuation of urgent and promising research underway 
and planned, as shown in the attached table (exhibit C). 


Exuisit A 


Saline water program 


Further research, construction and laboratory testing of 25,000 
gallons per day distillation pilot plant (Hickman still) $168, 000 
Field testing of Hickman still 50, 000 
Development of new and improved evaporation methods, including 
use of low temperature difference, improved heat transfer, critical 
pressure devices and combination of cycles____........---------- 202, 00 
Membrane research and cell development, including electrodialysis, 
molecular film and osmotic Bowe eke 143, 000 
Research on freezing and combination of freezing and evaporation __ 93, 000 
Studies of specific needs for converted saline water (needed for planning 
specific processes) 50, 000 
Solar distillation development, including large area still___.______--. 134, 00 
Others, including exploratory research and Government laboratory 
research and testing 80, 000 
Administrative 107, 000 
_. 1, 027, 00 
$400, 000 
200, 000 
To - 600, 000 
Specific research deferred until fiscal year 1957 427, 000 
Fiscal year 1957: i 
Deferred from 1956 _. 427, 000 
Available for new research and for administration 173, 000 


Total, 1957 600, 000 
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Exurpit B 
Office of Saline Water, fiscal year 1956 


Contract funds for research and development are obligated or committed as 
follows: 
Further research, construction and laboratory testing of 25,000 gallons 
per day distillation pilot plant (Hickman still) - - ._._-. $153, 100 
UME, cneamubnsceani ne cans sd ao <= kab annua <p es 34, 865 
Basie research on membranes - - -_--------- .. 21,000 
Qsmotic research and cell development - - - ites 27, 500 
Testing and research on electric membrane unit - - - - eta tee 10, 000 
a reece sat ha unto mae eae 13, 000 
Chemical additives ; a eisdacsa aur kai lacey a, ' ee : 2, 200 
Contract consultant services and process evaluations___- = 16, 335 
ON Ge a eae 6a 15, 000 
Total_ mi ae Ea ed : _..--. 293, 000 
Administration and coordination _ — _ _- : 6 adhe in gc aptid iets eae 


Total regular 1956 appropriation _ _. 400, 000 
Exuisit C 


Ofice of Saline Water, fiscal year 1956, anticipated use of proposed supplemental 
appropriation 


The supplemental $200,000 requested will be applied on research and develop- 
ment essentially as follows: 
Further distillation cycle design and scale prevention $35, 000 
Osmionic cell development (continuation) 50, 000 
Freezing processes (deferred since fiscal year 1955) 60, 000 
Further rosearen Om SIORM@AN SU. | ccc ce ccsnsccccenes _ 15,000 
Design of larger solar still (continuation) 10, 000 
Further research, reverse osmosis 
Others, including exploratory research and Government testing and 
laboratory work 15, 000 


TOU cnn we 200, 000 
PREPARED STATEMENT 


Chairman HaypEn. I understand that this estimate is submitted 
in accordance with the new authorization act. 

You may proceed. 

Mr. Strropet. Mr. Chairman, my name is Joseph J. Strobel. I 
am from the Office of Saline Water. 

Mr. Jenkins, the Director, was unable to be here today. I have a 
statement which I would like to submit for the record. 

Chairman HaypEN. That may be done. 4. 

(The statement referred to follows:) 


STATEMENT OF Davip 8. JENKINS, DrrEcToR, OFFICE OF SALINE WATER 


RESEARCH IN THE UTILIZATION OF SALINE WATER, SUPPLEMENTAL REQUEST, FISCAL 
YEAR 1956 


The original Saline Water Act of 1952 authorized the appropriation of $2 
million over a 5-year period, or an average of $400,000 a year for stimulating 
private research and development of low-cost processes for converting saline water 
to fresh water. 

Under the original act the Department carried out this program by conducting 
research by means of federally financed grants and contracts, encouraging develop- 
ment by correlating and coordinating research efforts in this field, and encouraging 
other public bodies and private enterprise in research. The development of proc- 
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esses under this program is directed equally to the reclamation of inland sajip, 
waters and ocean water. Much of the research contributes to both Purposes. 

During the initial 3 years, the exploratory research and small-scale laboratoy 
developments demonstrated that considerable improvement would be posgibj, 
with continued research and developments of larger size, including smal] 
pilot plants. 

Accordingly, during 1955, the Congress amended the original act, by extendiyy 
the authorization to a total of 14 vears including the original 3 years 1953-55 and 
running through fiscal year 1966. The amendment increases the total amoyy; 
which could be appropriated over that 14-year period to $10 million and provide 
a lump-sum limitation of $2,500,000 for the 14-year period for research by Feder) 
agencies. It also provides a lumpsum limitation of $2 million for administratig 
of the program and coordination to be used in equal annual amounts so far x 
practicable over the 14-year period. The amendment also provdes a percentay 
limitation of 10 percent of the funds in any one year for use on research abroad. 

In addition to the law itself the reports of both congressional committees urge 
acceleration and expansion of the program, and the Senate chairman of the joiy; 
conference committee on the amendatory legislation issued a final statement ont 
measure which in part was as follows: 

“Tt was the view of the conferees that the Secretary of the Interior would t» 
expected to energize the program with the increased authorization of funds to bp 
appropriated so as to bring about early solution of the problem of convering 
saline water to potable uses at economical costs. * * * 

“Approval of the conference report will be tantamount to concurrence of the 
Senate in these views for the information of the Department and the Bureau of the 
Budget in recommending appropriations.” 

When the expanded authorization was enacted in June 1955, it was accompanied 
by urgent requests from both Houses of the Congress that the program be ac- 
celerated. This was done and the regular funds for 1956 were applied to meri- 
torious research rapidly. Although no deficiencies have been or will be incurred 
that acceleration, as desired by the Congress and carried out by the Department, 
has now required use of all the current funds and new extensions of this work 
have been stopped for lack of funds. 

The supplemental appropriation requested is all for continuation of essential 
work of this nature, and does not include any funds for administration or coordina- 
tion. 

The contract research work to be undertaken with the supplemental appropria- 
tions of $200,000 would consist essentially of that shown in the following table 

Anticipated use of proposed supplemental appropriation: 


~SCale 


ut 


Distillation design and scale prevention (continuation) ____-.-.----~ $65, 000 
Osmionic cell development (continuation) en 50, 000 
Freezing processes (continuation) 30, 000 
Further research on Hickman still (extension) - _ - tears 15, 000 
Design of larger solar still (continuation) 10, 000 
Further research, reverse osmosis (extension) _______------------- 145,00 
Exploratory research and Government testing and laboratory work 
(continuation and extension) 15, 000 


200, 000 


As these anticipated expenditures form a part of the overall 2-year program 
presented to this committee recently in connection with the appropriations for 
fiscal year 1957, that 2-year program of expenditures brought up to date is agai 
presented as follows: 
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2-year program saline water conversion 1956 to 1957, inclusive 





1956 

nie raid Total 

Appropri- Supple- 
ated mental 





Further development Hickman still a acid ‘aha $168, 100 
Field testing Hickman still_. asic $50, 000 50, 000 
Development other distillation. .....---- ‘ | 5, 142, 000 | 232, 000 
Seri NOOR a ona vnnadcccecgncsedsssesensesewee 14, 500 149, 900 
Freezing processeS-..------------------- snavenasentn mins ints 30, 000 33, 000 63, 000 
Solar distillation - .------- 10, 000 111, 000 134, 000 
Surveys of saline water uses----.------.-- ake ace saben ied Saison ct Regiote se oteie iad 50.000 | 50, 000 
Others y x sea 16, 500 | 30, 000 33, 500 | 80, 000 





Subtotal 7 . wind ; niga aceon 293, 000 200, 000 434, 000 927, 000 
Coordination and administration 107, 000 | 166, 000 273. 000 





400,000 | 200, 000 600, 000 1, 200, 000 





More specifically, the work planned under the supplemental appropriation is 
described as follows: 
|. Scale prevention 

During the past 2 years, distillation types and cycles have been proposed 
which, under scale-free conditions, may be able to produce water at about one- 
third to one fifth the cost by existing equipment. In order to work with scale 
prevention techniques for these two new designs, it is necessary actually to con- 
struct and operate a model of a portion of the full-scale plant. It is anticipated 
that this work will be undertaken from fiscal year 1957 appropriations. How- 
ever, the design of the apparatus, together with a fundamental study of the 
basic causes of scale formation, must precede the final experimental work. It is 
hoped that this design and fundamental research can be initiated immediately, 
from a portion of the supplemental funds requested. 


2. Osmionic cell development 


This work has resulted from basic research under the program at New York 
State University. An entirely new process has been conceived and tested suc- 
cessfully in the laboratory. The next step is the construction of an operating 
cell. Continuation of this very promising process is only awaiting funds. Here 
the scinetist who conceived and developed the process so far, is available at 
present to direct the development of the process. At a later date his services 
would not be available. 


3. Freezing processes 


From the past year’s work on freezing processes, it appears that other types 
of refrigeration equipment, than the conventional surface freezers, as well as 
solid-liquid phase separation devices warrant additional investigation. One of 
these investigations on the basics of crystal formation and changes has been 
temporarily discontinued due to lack of funds, and the other two contract inves- 
tigations in this field are due to expire shortly. In addition, it has not been 
possible to act on one meritorious proposal in this field which has been pending 
for some time due to the lack of funds. 


1. Vapor-compression distillation 


The Hickman rotary vapor-compression distillation process which was devel- 
oped into its present state of the art, under this program, departs from old con- 
cepts and practices in this field. From the experimental work to date, it has 
been shown that this new idea in distillation technology has a large advantage 
in both power and equipment cost reductions when compared to present types 
of commercial stills. Additional tests are necessary in order to further expand 
the existing design information, gathered under the previous contract, and in 
order to further increase the capabilities of the Hickman process. 

). Solar stills 

A solar distiller of radically new design shows potentialities that justify further 
experimentation with a model of considerably larger size than present experimental 
stills. Detailed designs for a model of a portion of a prototype of this large-scale 
still are now being made. The investment cost per unit of- water produced is 
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expected to be greatly reduced while at the same time total efficiencies are j,. 
creased. Funds will be needed to provide for the test model and experime 
program in maintaining continuity of the overall project. 


Hilal 


6. Reverse osmosis 


The investigation on reverse osmosis at the University of Florida has demo, 
strated that demineralization of saline water by this method is possible and tha; 
it holds considerable promise. Present films remove 90-95 percent of the aj; 
from sea water in one pass but the flow rate and durability of the films must he 
greatly improved before the process can be considered practicable. 

Current work is aimed not only at developing a practical device but also a 
improving the characteristics of the films or membranes and obtaining a bette; 
understanding of the mechanism by which these plastics films reject salt and alloy 
water to pass. A continuation of this work is essential if a practical process js to 
be realized. 


ny 


7. Others, including exploratory research and Government testing and laboratory wor}: 

Practical use of the electrodialysis process has only been developed recently. T}, 
department for the past year has tested a field test unit on two different types of 
brackish waters. As a result deficiencies in the existing equipments have bee; 
exposed. Some of these have already been corrected, others remain. A series 
of operational test trials at the Denver laboratories of the Bureau of Reclamation 
have been established to obtain more necessary data and to improve performance 
A portion of this request will enable the continuation of this effort for the re- 
mainder of this fiseal year. Otherwise the equipment will remain idle and per- 
sonnel might have to be assigned to other projects. 


SALINE WATER ACT PROGRAM 


Mr. Srropet. As you have just reviewed it, Mr. Chairman, the 
supplemental request has been approved by the House on the basis 
of the acceleration of the program authorized by the recent amendment 
to the Saline Water Act. 

I had not planned to expand on Mr. Jenkins’ statement. However, 
I would be glad to answer any questions about the program or to 
make any further comments, if the committee desires. 

I think that the statement submitted is quite complete. 

Chairman Haypren. We thank you for your appearance. 


OrrFice oF O1L AND Gas 


STATEMENT OF HUGH A. STEWART, DIRECTOR, OFFICE OF Ol 
AND GAS, DEPARTMENT OF THE INTERIOR 


JUSTIFICATIONS 


Chairman Haypren. Next we come to the Oil and Gas Division of 
the Department of the Interior. 

Senate Document No. 105 includes an estimate of $35,000 for the 
Oil and Gas Division of the Department of the Interior. This esti- 
mate was not considered by the House and the Department is request- 
ing that this committee insert the item in this bill. 

The justification will be included in the record. 

(The justification referred to follows:) 
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OFFICE OF THE SECRETARY 
OFFICE OF OIL AND Gas 


(House hearings, none) 


Appropriation, 1956 $390, 000 
Anticipated supplemental, 1956 (pay act) 15, 600 


Total, 1956 405, 600 
Supplemental estimate, 1956 35, 000 


(P. 15, after line 19) 
Amendment requested: Page 15, after line 19, insert the following: 


OIL AND GAS DIVISION 


“For an additional amount for ‘Oil and Gas Division,’ $35,000.”’ 


HOUSE REPORT 


This estimate for the Oil and Gas Division was submitted to the Senate (S. Doc. 
No, 105). Therefore, no consideration was given to this item by the House. 


JUSTIFICATION 


The amendment requests a supplemental estimate for this appropriation in the 
amount of $35,000, distributed to activities as follows: 


7 5 3 
bot Appropria- |Supplemental 
Activity tion, 1956 jestimate, 1956 


1. Coordination of oil and gas activities.___.._.......------ 


$256, 400 | $35, 000 


Total_- i. 


9 Enforcement of the Connally Hot Oil Act_....-_.--._-- See anne ere eae | 149, 200 |__.---- oe 


ei Searees sh 
405, 600 35, 000 
| 


A breakdown of the supplemental estimate by objects of expenditures follows: 


01 Personal services $25, 800 
02 Travel 2, 000 
04 Communication services 1, 500 
06 Printing and reproduction 

07: Services performed by other agencie 

08 Supplies and materials 

09 Equipment 

15 Taxes and assessments 


Total 35, 000 

This supplemental estimate of $35,000 is necessary because of a recent change in 
the authority of the Office of Oil and Gas to use an industry committee in connec- 
tion with problems involved in foreign petroleum operations. This work is in 
connection with securing data and information for use in defense planning. This 
change in policy requires the Office of Oil and Gas to accomplish most of this work 
with salaried personnel which until now has been accomplished by industry 
committees at no cost to the Government. The best estimate available at this 
time indicates that 10 employees will be required to accomplish these additional 
responsibilities. The cost of this work cannot be absorbed from funds appropri- 
ated for the Office of Oil and Gas for the fiseal year 1956. 

This work has been accomplished by an industry committee known as the 
Foreign Petroleum Supply Committee which operates. under a voluntary agree- 
ment authorized by section 708 of the Defense Production Act of 1950, as amended. 
The Attorney General has determined that the defense aspects of the voluntary 
agreement are sufficiently compelling to continue it in effect but that certain 
amendments are necessary to avoid complications under the antitrust laws. 
These changes require the Office of Oil and Gas to— 

(1) Colleet the information and data on foreign petroleum operations. Con- 


}solidate, analyze, adjust, and prepare supply and demand estimates of petroleum 
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and petroleum products needed in and available from the friendly foreign nations 
These estimates will include the type of facilities needed and available for +), 
production, processing, storage, and distribution of petroleum and petroleum 
products. _ Evaluate this information in light of criteria furnished by the Office 
of Defense Mobilization, the Department of Defense, and other interested agencies 
and develop supply and demand forecasts pertaining to petroleum, petroleyn 
products, and facilities for use in defense planning. 

(2) Furnish a full-time salaried Government employee to serve as chairman of 
the Foreign Petroleum Supply Committee and each of five subcommittees, 

(3) Determine the source and methods to be used in the collection of informa. 
tion and data on foreign petroleum operations based upon facts developed j 
meetings of the foregoing committees. 

(4) Determine the reliability of sources and accuracy of overall estimates 
based upon facts developed in meetings of the foregoing committees and/o; 
consultation with officials of the oil companies participating in the voluntary 
agreement program. , 

(5) Develop plans of operation to carry out the long-range and short-term 
petroleum programs incorporated in the overall civilian and military defense 
plans on a worldwide basis. Maintain liaison with the foregoing committees and 
officials «f the oil companies participating in the voluntary agreement program 
to obtain optimum cooperation in maintaining and revising these petroleum 
programs to meet changing conditions. 

(6) Prepare and reproduce the required reports, forecasts and plans of action 
developed in connection with these foreign petroleum operations. 

The Director, Office of Oil and Gas, will serve as Chairman of the Foreign 
Petroleum Supply Committee. He will need one foreign-petroleum expert to 
relieve him of all duties except conducting the meetings. One foreign-petroleum 
expert will be required for foreign refining problems and one for foreign supply 
and distribution problems. Every effort will be made to absorb the functions 
pertaining to exploration, development, and production of crude oil by the 
present staff of the Office of Oil and Gas. These additional responsibilities will 
result in a large volume of paperwork not heretofore accomplished by the Office 
of Oil and Gas. One specialist is required to plan and develop these projects 
and another to help develop the information and prepare the reports. A small 
staff of statistical assistants and clerks will be needed to accomplish the collection 
and consolidation work. 

Numerous trips to New York City and frequent trips to Los Angeles and San 
Francisco will be required to discuss problems with the foregoing committees 
and officials of the participating oil companies. It will be necessary to use tele- 
phone and telegraph facilities constantly to expedite the collection, verification, 
and adjustment of information and data received. The Office of Oil and Gas 
will be required to pay for the cost of reproduction of these estimates and reports 
because of this change in policy. In the past 1 report involved 3,400 pages and 
a revision slightly more than 2,000 pages. The estimates for other objects is 
to provide funds for these additional expenses which heretofore have been pro- 
vided without cost to the Government. 


PREPARED STATEMENT 


Chairman Haypen. Mr. Stewart? 

Mr. Stewart. For the record, I am H. A. Stewart, the Director 
of the Office of Oil and Gas in the Office of the Secretary of the Interior. 

I have a prepared statement which I would like to submit for the 
record, and then give you a very short digest of why we are up here 
for this supplemental request. 

Chairman Haypen. The statement may be included in the record. 

(The statement referred to follows:) 
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OFFICE OF OIL AND GAS 


SraTeMENT OF Mr. H. A. Stewart, Director, Orrice oF OIL AND Gas, OFFICE 
OF THE SECRETARY 


This supplemental estimate of $35,000 is necessary because of a recent change 
in the authority of the Office of Oil and Gas to use an industry committee on 
problems involved in foreign petroleum operations. This request is submitted 
as an amendment to the Supplemental Appropriation Act for 1956, recently 
reported out by the House Appropriations Committee. The House has not had 
an opportunity to review this request. 

The industry committee is known as the Foreign Petroleum Supply Committee 
and operates under a voluntary agreement authorized by section 708 of the De- 
feonse Production Act of 1950, as amended. The Attorney General has deter- 
mined that the voluntary agreement must be revised. This action by the At- 
torney General is the result of amendments to the Defense Production Act of 
1950, by the 84th Congress. These amendments directed the Attorney General 
to review the existing voluntary agreement, and programs thereunder, to deter- 
mine whether the adverse effects on the competitive free-enterprise system out- 
weighed the benefits to the national defense program. After consultation with 
the officials of the Office of Defense Mobilization, Department of Defense, the 
Department of the Interior, and other interested agencies, the Attorney General 
found that continuation of the voluntary agreement was essential to the national 
defense but that certain amendments thereto would have to be made in order to 
eliminate or lessen what he considered to be anticompetitive dangers. The 
Attorney General’s report was submitted to the President and the Congress under 
date of February 20, 1956. 

The change in policy requires the Office of Oil and Gas to accomplish most of 
the work with salaried personnel which until now has been accomplished by in- 
dustry committees at no cost to the Government. The best estimate available 
at this time indicates that 10 employees will be required to accomplish these addi- 
tional responsibilities. The cost of this work cannot be absorbed from funds 
appropriated for the Office of Oil and Gas for the fiscal year 1956. Numerous 
field trips to New York City and frequent trips to Los Angeles and San Francisco 
will be required to discuss problems with committee members as well as the offi- 
cials of the participating oil companies. It will be necessary to use telephone and 
telegraph facilities constantly in order to expedite the collection, clarification, and 
adjustment of data involved. The Office of Oil and Gas will be required to pay 
for the costs of reproduction of reports resulting from the surveys and studies, 
In the past one of these reports involved contained 3,400 pages. The estimate 
for other objects is to provide funds for these additional expenses which heretofore 
have been provided without cost to the Government. 

Favorable action on the request for $35,000 is respectfully requested. 


REVIEW OF VOLUNTARY AGREEMENTS 


Mr. Stewart. When the Congress passed the 1955 amendments to 
the Defense Production Act, they inserted certain amendments in sec- 
tion 708, which has to do with voluntary agreements and, on agree- 
ments that were then in effect, they charged the Department of Justice 
with responsibility for reviewing those agreements and determining 
whether or not the competitive aspects of the agreements outweighed 
the defense needs. 

Chairman Haypen. On page 2 of the amendment the following state- 
ment is found: 


Phis supplemental estimate of $35,000 is necessary because of a recent change in 
the authority of the Office of Oil and Gas to use an industry committee in connec- 
tion with problems involved in foreign petroleum operations. 


Was this change of authority the result of congressional or executive 
action? 


Mr. Srewarr. Yes; first, in the congressional action coming out of 
the 1955 amendments to the Defense Production Act, and then the 
consequent action of the Department of Justice in reviewing the volun- 
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tary agreement relating to foreign petroleum supply and the resulting 
report “of the Attorne y “General to the Congress. 
Chairman Haypen. When was the Attorney General’s ruling made? 
Mr. Stewart. February 20, 1956. 


ADDITIONAL POSITIONS 


Chairman Haypen. I notice that you propose to use $25,800 of 
the total for personal services. How many new positions are involved? 

Mr. Stewart. Ten positions. 

Chairman Haypen. Will these be new people or will they be the 
people who are doing the work now? 

Mr. Srewarr. Six of them will be people who have been doing 
the work for the committee at committee expense which, under the 
changes required by the Department of Justice, will now have to be 
done by the Government. 

Chairman Haypren. What grades are these positions? 

Mr. Stewart. 14, 13, 12, and 3 of the steno-clerical, 5, 6, and 7 
grades. 

Chairman Haypen. I assume that a supplemental estimate for 
fiscal year 1957 will be forthcoming to cover this matter in the regular 
bill. Am I correet? 

Mr. Stewart. Yes. 

Chairman Haypren. How much will it cost for a full year? 

Mr. Stewart. For the full year we estimate $103,000. 

Chairman Haypen. Are there any further questions? 

Senator Dirksen. I notice, of course, that this relates mainly to 
the defense aspects of the foreign petroleum supply and so forth. 

Mr. Stewart. Yes, sir. 

Senator Dirksen. You have there “travel, $2,000.” That is not 
very much money for 10 people if any of them are going to have to go 
over and take a look-see in the Middle East or elsewhere. 

Mr. Stewart. These people will not be going abroad. 

Senator Dirksen. This is wholly a coordination and evaluation 
job here? 

Mr. Srewart. Yes, sir. 

Senator DirKsEN. Whom do you get for that kind of work? 

Mr. Stewart. We will probably ‘have to get retired oilmen who 
have had intimate experience with foreign petroleum operations. | 
have succeeded in employing 1 and I have to have 4 more. 

Senator Tuyr. From what company does the person whom you 
have obtained come? 

Mr. Stewart. The one I have obtained? 

Senator Ture. Yes, sir. 

Mr. Stewart. He was retired about 3 years ago by the Mene 
Grande Oil Co. in Venezuela. 

Senator Dirksen. Is he an American citizen? 

Mr. Stewart. He is an American citizen. 

Senator Dirksen. Of course, it is expected that they will dives! 
themselves of all interests and identity with any domestic oil company: 

Mr. Stewart. They will be full-time paid Government employees 
on the same basis as any other full-time salaried Governmett 
employee. 

Senator Dirksen. This is essentially a defense operation? 
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Mr. Stewart. It is essentially a defense operation, not tied too 
intimately to the Defense Production Act because it extends to the 
long-range planning but it is a national-security operation. 

Senator DirksEN. To whom do you report, the Secretary? 

Mr. Stewart. I report to the Assistant Secretary for Mineral 
Resources and through him to the Secretary of the Interior. 

Senator Dirksen. Where does it go from there? 

Mr. Stewart. Those reports go to the Office of Defense Mobiliza- 
tion and to the Department of Defense. 

Chairman Haypen. Are there any further questions? If not, we 
thank you. 

SOUTHEASTERN POWER ADMINISTRATION 


STATEMENT OF CHARLES W. LEAVY, ADMINISTRATOR, SOUTH- 
EASTERN POWER ADMINISTRATION 


JUSTIFICATIONS 


Chairman Haypen. I want to ask Mr. Leavy about the South- 
eastern Power Administration. 

The House allowed the full budget estimate of $235,000 for ““Opera- 
tion and maintenance, Southeastern Power Administration.”’ 

The justifications and any statements you have on this item will 
be included in the record. 

(The justifications and statement referred to follow:) 


STATEMENT OF CHARLES W. Leavy, ADMINISTRATOR, SOUTHEASTERN POWER 
ADMINISTRATION 


Mr. Chairman and gentlemen of the committee, a supplemental estimate for 
fiscal year 1956 in the amount of $235,000 for the appropriation “Operation and 
maintenance, Southeastern Power Administration,” is included in House Docu- 
ment 330. The full amount of the estimate was allowed by the House in its 
action on the second supplemental appropriation bill, 1956. This amount will 
increase the appropriation for 1956 from $1,160,000 to $1,395,000. 

The additional funds are requested solely for the purpose of making payments 
for firming energy purchased and for wheeling performed under the contract of 
August 8, 1952, with Virginia Electric & Power Co. and for wheeling performed 
under the recently executed contract of December 7, 1955, with Carolina Power 
& Light Co. Both of these contracts relate to the sale, wheeling, and firming of 
power from the John H. Kerr project and provide means for the disposition of 
the entire output of the project. 

The appropriation which has been made for operation and maintenance of 
Southeastern Power Administration for fiscal year 1956 includes $925,000 for the 
purchase of energy and payment of wheeling charges under the Virginia contract. 
The annual estimate for this activity and the amount presently appropriated 
were based not upon critical water conditions but rather upon normal water con- 
ditions. However, water conditions at the Kerr project during the past few 
months have reached a critical stage with the result that it has been and is ex- 
pected to be necessary to purchase firming energy in excess of the amount upon 
which the original estimate was based. Based upon critical water conditions 
at the project for the balance of the fiscal year, payments under the Virginia 
contract will require an estimated $199,000 in excess of the amount available 
under the existing appropriation. 

Inasmuch as a wheeling contract had not been executed at the time the Congress 
was considering the public works appropriation bill, 1956, funds for payment of 
wheeling fees under the Carolina contract were not included in that bill, and 
accordingly the existing appropriation does not provide funds for this purpose. 
Wheeling under this contract commenced on February 1 of this year to 14 of the 
19 prospective customers and to 1 additional customer on March 1. It is antic- 
pated that the remaining contracts under negotiation will be consummated 
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shortly. It is estimated that $36,000 will be required during this fiscal year fo, 
payment of wheeling fees under this contract if critical water conditions continye 

The $235,000 requested which is the sum of the additional requirements unde; 
the 2 contracts, will be sufficient to meet the needs under the most adverse water 
conditions of record. The funds requested will be expended only if required 
for the operations of the contracts with Virginia Electric & Power Co. and Caroling 
Power & Light Co. If water conditions improve, a part of the additional amount 
of funds to be made available by this supplemental estimate will not be required 
In that event, such savings would not be expended. No part of the funds 
requested will be used for payment for personal service. 


DEPARTMENT OF THE INTERIOR 
SoUTHEASTERN POWER ADMINISTRATION 
(H. Doe. 330) 
Operation and maintenance, Southeastern Power Administration 


Request for 4 months from Mar. 1, 1956_-- ---- : _._. $235. 000 
Appropriation to date__-- , 160, 000 
Obligations to Dee. 31, 1955 : sae 577, 987 
Expenditures to Dec. 31, 1955 ¥. oe 470, 377 
Budget estimate next fiscal year , 378, 000 


PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


The supplemental estimate of $235,000 is required to meet contractual com- 
mitments with Virginia Electric Power Co. and Carolina Power & Light Co. for 
wheeling charges and purchase of firming energy. 


Program and financing 


Presently Revised 
available estimats 





Program by activities: | 
1. System operation and maintenance : | $73, 000 
2. Purchase of energy and wheeling charges i , 160, 000 
3. Power contracts and rates | i 86, 000 
4. General administration - - : 76, 000 
Total obligations , 395, 000 
Financing: 
Appropriation (adjusted) , 160, 000 
Proposed supplemental 235, 000 





Obligations by objects 





| Presently Revised 
available | estimate 


Total number of permanent positions_-.__..........---- a ia te aa | 39 | 
Average number of all employees 37 | 


01 Personal services: 
Permanent positions $209, 000 $209, 000 
Regular pay above 52-week base__.............--..--- Rarecret ee 1, 000 1,000 


RIOR 505s 2s pec n nine Dhweiniemannieknmbiaeeneieie 210, 000 210, 000 
Travel 11, 500 11, 500 
Communication services __-_--- 6, 000 6, 000 
Other contractual services | 929, 000 1, 164, 000 
Supplies and materials - - 3, 000 | 3, 000 
Equipment . 500 | 500 


Total obligations 1, 160, 000 | 1, 395, 000 
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JUSTIFICATION 


There is a need for additional funds in the amount of $235,000 for the appro- 
priation ‘Operation and maintenance, Southeastern Power Administration.” 
This additional amount will increase the appropriation from $1,160,000 to 
$1,395,000. 

The appropriation ‘Operation and maintenance’”’ for fiscal year 1956 includes 
¢925,000 for the activity purchase of energy and wheeling charges to meet con- 
tractual commitments with the Virginia Electric Power Co. 

The estimate for this activity was based upon fund requirements for power 
purchases and wheeling charges under median water conditions. Water con- 
ditions have worsened in past months and have at present reached the critical 
stage. As a consequence, it has been necessary to purchase additional firming 
energy from VEPCO to meet contractual power commitments with preferred 
customers. 

In addition, a wheeling contract has been executed with the Carolina Power 
& Light Co. Power sales contracts have been executed with 14 preferred cus- 
tomers and it is expected that service will begin early in the month of February 
1956. Four additional contracts for the sale of power are being negotiated and 
it is expected that these will be executed in February. 

The additional fund requirement for fiscal year 1956 to meet the contract 
commitments with these utilities is $235,000. 

Against the $925,000 presently available for power purchase and wheeling 
charges, obligations in excess of $477,000 have been incurred as of December 31, 
1955, leaving a balance of $448,000 available for the last 6 months of the fiscal 
vear. The requirements under the VEPCO and Carolina Power & Light Co. 
contracts for this period amount to $683,000, or a difference of $235,000 and the 
amount of this supplemental estimate. 

The following tabulation presents the needs under each of the contracts with the 
two utility companies: 

VIRGINIA ELECTRIC POWER CO. 








| i | 
haali Off-peak | On-peak | Month 
Month Wheeling | firming firming total 


January ‘i ea . ae a $29, 903 $27, 622 $47, 576 | $105, 101 
February ER eee eS SUN Oe | 29, 737 | 27, 569 54, 786 112, 092 
March. _. eae ae ‘ : 28, 966 | 26, 919 | 52, 405 | 108, 290 
April es rae 30, 363 | 23, 457 55, 607 | 109, 427 
May sales sl alee # 30, 584 | 23, 789 | 51, 928 | 106, 301 
June cane ciniaininntta 29, 432 | 23 990 | 51, 826 105, 248 


646, 459 


Total___- mame caSswodnesceccaasl- eR See aha ie 
| | | 





CAROLINA POWER & LIGHT 





February ei aimiets 5, 907 
March. _. : , 144 
April 3 ; ), 510 
May , ‘ e | , 700 
June 


Total 





36, 000 





Total fund requirements, January-June 19 683, 000 
Presently available for the period 448, 000 


Supplemental estimate 935, 000 
WATER SITUATION IN SOUTHEASTERN POWER AREA 


Chairman Haypsn. Is the request the result of poor water condi- 
tions in the southeastern power area? 
Mr. Luavy. Yes, sir. 

_ [ would like to present the statement for the record. The request 
is brought about by two circumstances. 

_ Primarily, it is due to low water conditions at the Kerr project. 
Che funds are requested for payments under the contracts with the 

74919—56——18 
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Virginia Electric & Power Co. and the Carolina Power & Light Co. 
both of which relate to the Kerr project. 

The second reason is that the contract with the Carolina Power ¢ 
Light Co. was executed last December and was not in time to be cop. 
sidered when the regular appropriation was made. 

Chairman Haypen. That is the new contract? 

Mr. Luavy. Yes, sir. 

Chairman Haypen. Are there any further questions? 

If not, we thank you, sir. 


BureAvu oF LAND MANAGEMENT 


STATEMENTS OF EDWARD WOOZLEY, DIRECTOR; DEPUE FALCK 
EXECUTIVE OFFICER; EARL J. THOMAS, ASSISTANT TO THE 
DIRECTOR, AND JAMES P. BEIRNE, BUDGET AND FINANCE 
OFFICER, BUREAU OF LAND MANAGEMENT 


AMENDMENT AND JUSTIFICATIONS 


Chairman Haypen. The next is the Bureau of Land Management 
House Document No. 330 included $1,681,700 for “Management of 
lands and resources”. The House allowed $800,000, a reduction i 
the estimate of $881,700. 

The justifications and the formal amendment will be included in 
the record. 

(The justifications and amendment referred to follow:) 


DEPARTMENT OF THE INTERIOR 


BurEAvu oF LAND MANAGEMENT 
(H. Doce. 330) 


Management of lands and resources 


Request for 3 months from Apr. 1, 1956 ; _..-- $1, 681, 700 
Appropriation to date, fiscal year 1956 arene pes _ } 14, 281, 700 
Obligations to Dec. 31, 1955_ _- DOSE Oey. Lees 8, 455, 852 
Expenditures to Dec. 31, 1955_____-_- , conawui so ee 
Budget estimate next fiscal vear__- ois ae _ 18, 778, 000 


1 Includes $581,700 pay supplemental request. 
PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


Additional funds are requested in order to provide for the costs of suppressing 
fires on or threatening public lands; to administer legislation enacted in the first 
session of this Congress; to provide an accellerated sales program in order to plac 
on the market an increased volume of timber to meet a critical condition in the 
Pacific Northwest; to reduce the backlog of cases pending in the land offices; and 
to meet the cost of pay increases under the act of June 28, 1955 (Public Law 4 

Funds presently available are not sufficient to provide the facilities necessary 
to meet the demands of the public and of industry for the resources administered 
by the Bureau of Land Management. 

The cost of fighting fires, while less than in recent years, nevertheless is almost 
double the amount originally appropriated. 

Legislation designed to permit proper conservation and management of surfac 
resources was enacted during the first session of this Congress (Public Laws 167 
and 359). Funds to implement this legislation have not been previously re- 
quested. 
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PROGRAM RY ACTIVITIES 
1. Lease and disposal of land and mineral resources 
9. Management of grazing lands 

. Forestry a ‘ 
4, Cadastral survey fe 

Soil and moisture conservation 

6, Squaw Butte experiment station__- 
7. Fire suppression 
8. Maintenance of physical facilities _ - 
9. Maintenance of access roads 
10. Weed control 
11. General administration 


Total obligations 


Appropriation (adjusted) . 
Proposed supplemental due to pay increases 


Obligations by objects 


Object classification 


Total number of permanent positions 
Full-time equivalent of all other positions 
Average number of all employees 

Number of employees at end of year 


Personal service obligations: 
Permanent positions diets 
Positions other than permanent 
Regular pay above 52-week base 
Payment above basic rates 
Other payments for personal services 


Total personal service obligations 


Program and financing 


Presently 
available 


$3, 375, 000 
1, 800, 800 
2, 708, 800 
1, 544, 800 
2, 758, 500 

39, 400 
210, 000 
50, 000 
35, 000 
708, 100 
1,051, 300 


14, 281, 700 


581, 700 


Presently 
available 


$7, 262, 


725, 627 | 


30, 275 


174, 414 
162, 300 


8, 355, 065 


Obligations by objects 


|. 700 
, 700 
», 852 
, OI 01 Personal services 
, 000 02 Travel 
03 Transportation of things 
04 Communication services 
05 Rents and utility services 
(i Printing and reproduction 
Other contractual services. 
Services performed by other agencies. 
. 08 Supplies and materials 
: first 09 Equipment 
plac 0 Lands and structures 
» the l l'axes and assessments 


; and 
y 94 
ssary 
tered 


Object classification 


‘Ssing 


Subtotal 
Deduct charges for quarters and subsistence- 


Total obligations 


‘most 
rfact 
s 167 
y re- dai 

reneral schedule grades: 

Average salary 
_ Average grade 
ngraded positions: Average salary - 


Presently 
available 


$8, 355, 065 
847, 900 
129, 300 
164, 600 
137, 100 

95, 100 
2, 600, 000 
76, 300 
1, 060, 550 
402, 500 
388, 600 
29, 700 


14, 286, 715 
5, O15 


14, 281, 700 


Average salaries and grades 


| Actual, 1954 


1955 
: ceenlsicoiealbigas 
$4, 748 $4, 782 
GS-7.2 GS-7.1 


$4, 587 


13, 700, 000 


$4, 364 | 


1956 


Revised 
estimate 


$3, 775, 000 
1, 800, 800 
3, 128, 800 
1, 594, 800 
2, 758, 500 

39, 400 
390, 000 
50, 000 
35, 000 
708, 100 
1, 101, 300 

15, 381, 700 

14, 800, 000 
581, 700 


Revised 
estimate 


1, 969 

274 
1, 733 
2, 208 


$7, 741, 639 
762, 437 
30, 275 
175, 714 
261, 300 


8, 971, 365 


Revised 
estimate 


$8, 971, 365 
904, 200 
138, 200 
167, 300 
140, 100 

97, 600 

2, 851, 000 
76, 300 

1, 116, 050 
503, 000 
388, 600 
33, 000 


15, 386, 715 
5, 015 


15, 381, 700 
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1. Lease and disposal of land and mineral resources 


Presently - 
available, Increase Revised 


1956 requested estimate 
| 


(a) Adjudication of applications - - - | $2,100,000 | $182, 400 $2, 282. 400 
(6) Field examination and clagsification __-- . 870, 000 | 217, 600 | 1, 087, 600 
(c) Records improvement " | 405, 000 | 405. 000 





I nee Ee | 3, 375, 000 | 400,000 | 3, 775.0m 
= ; : 1 ; | 





A supplemental appropriation is requested for two purposes: (1) to provide 
additional personnel to attack the mounting backlog of cases requiring adjudica- 
tion; and (2) to begin the job imposed upon the Bureau by Public Laws 167 and 
359, 84th Congress. 


Reduction of backlog 


In spite of the increases in personnel provided in the appropriations for 1955 
and 1956, the number of unclosed cases continues to increase. On November 30 
there were 88,698 unclosed cases in the Bureau compared with 85,302 on July 1, 
Although 43,489 (an average of 8,698 per month) were closed during the period, 
46,885 new or reactivated cases were received. This volume of business arises 
solely from demands by the public over which the Bureau has no control and 
centers largely in small tract applications in Nevada and California, and mineral 
leasing in California, Colorado, Montana, New Mexico, Utah, and Wyoming 

A supplemental appropriation for 1956 allowed $250,000 for this purpose, but 
our request was limited to the amount it was believed would be sufficient to 
employ all the qualified persons who could be located. However, it is possible 
to get additional employees and this action should be taken at once. With these 
additional funds, the Bureau can close an additional 11,000 cases and increase 
receipts by $1.5 million. The backlog of cases at the end of the fiscal year then 
would be 79,000 instead of 90,000 as previously estimated and will permit the 
first deduction in several years in the backlog. 

The following table compares the results if this request is granted with the 
present program: 





Unclosed 
cases 


Unclosed 
cases 


Cases Cases 


| 
| 
1 


| 
| 
. Se. | 
closed June 30 | | closed | June 30 


51, 175 40,827 || 1954 82, 826 | 58, 062 
55, 901 30, 679 || 1955 | 106, 327 | 85, 302 
60, 169 37,774 || 1956 present program !____| 150, 000 | 90, 000 
64, 272 41,089 || 1956 revised program !____| 161, 000 79, 000 








1 Estimated. 


Public Law 167 


This act, known as the Multiple Surface Development Act, provides for the 
Government to regain control of surface resources on claims filed before July 23, 
1955, in excess of those required for a valid mining operation. On such claims 
the control vests in the locator. 

Under this law it will be possible for the Government to regain control of the 
surface for the prover administration of such lands, as well as the surrounding 
federally owned lands, and to dispose of vegetative resources in accordance with 
sound management practices. Examination of mining claims in national forests 
will be done by the Forest Service while the Bureau of Land Management will 
examine those on public domain lands. This Bureau, however, is required by law 
to serve or publish all notices of adverse action and to conduct all hearings. 

The total volume of claims inspected during the current fiscal year by the Forest 
Service is expected to amount to about 9,800, resulting in 2,300 protests and 700 
hearings. This represents about 1/25 of the estimated workload of 200,000 claims 
on national forests which is expected will require examination. 

On public domain lands the number of claims will far exceed this number, 
though because of the lower surface values it is not anticipated that the Bureau 
will take action on all. However, it is believed that the total volume of actions 
to be taken by this Bureau on its own lands will exceed those on national forests. 
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Work has already gotten underway by the Forest Service and they have 
indicated that they are ready to transmit the first group of notices for publication 
to this Bureau which is not staffed to handle this work. Preliminary estimates 
from the Forest Service indicate that at least 60 hearings are to be expected from 
the first group of notices. 

Under the law, if a person served by registered notice or publication does not 
answer within 150 days the Government obtains control of the surface. If, how- 
ever, he does answer and protests the Government’s action a hearing is set. If 
the Bureau is not to become a bottleneck because of failure to take prompt action 
where hearings are required, immediate recruitment of the necessary hearings 
examiners, evaluation engineers and land-office personnel should get underway. 

The sum of $200,000 is requested to take initial action under this law. 


Public Law 359 


This is known as the Mining Claims Rights Restoration Act of 1955, and pro- 
vides for mining locations on power-site withdrawals. Approximately 7.25 mil- 
lion acres are involved, almost half of which are on Forest Service lands. The 
Bureau of Land Management will make many of the necessary field examinations, 
publish the adverse notices and conduct the hearings. On sites withdrawn from 
the public domain, the Bureau also will conduct the necessary field examinations. 
The time element in this law is of importance, since a notice of adverse action 
must be given within 60 days after the date of filing of location notice in the 
land office. 

Provision must be made to police operations where the permit requires restora- 
tion of the surface or to proceed against the performance bond if the operator fails 
to comply with the requirements. 

The first filings under this law have been made on national forest lands and 
have been referred to the Forest Service. The sum of $50,000 is requested to 
permit initial staffing so as to make the necessary field examinations and conduct 
all required hearings so as not to unduly delay any planned mining operations. 


3. Forestry 


Increase Revised 


available, requested estimate 


1956 


| 
Presently | 
—| 


O. and C. lands--.-- ph ohillranbe ss : ; Weeaumien $1, 444, 400 $320, 000 $1, 764, 400 
2. Other lands- ‘ a ee k | 1, 264, 400 100, 000 1, 364, 400 





} | | 
EE 5 eae = “aah eons 2, 708, 800 | 420, 000 | 3, 128, 800 


©. and C., lands: | | 
(a) Forest management. --------- eee 959, 400 | 250, 000 1, 209, 400 
(0) Forest protection saci 420, 000 | 35, 000 455, 000 
(ec) Forest development .-__---- ‘ ‘ : 65, 000 | 35, 000 100, 000 














— 
Total =e nnisiadliineat Acadaieneatal 1, 444, 400 320, 000 | 1, 764, 400 


The timber industry of the State of Oregon is entering a period of economic 
crises. Private timber stands are reaching depletion and the resultant shortages 
of timber supplies are seriously affecting many operators. The near exhaustion 
of private timber sources has resulted in the industry becoming more dependent 
upon Government timber to sustain their operations. 

While large owners are following tree farm methods, regulating their cut, and 
stabilizing production by combining the harvesting of timber on their own lands 
with purchase of Federal timber, a very large segment of the industry is depend- 
ent upon purchases from private ownership or of Government timber. With the 
ulmost total depletion of independent, privately owned timber stands, the situa- 
tion has become so critical that the State development commission, county courts, 
and the governor's office have actively appealed for and supported an accelerated 
forest-management program. 

Testimony given by representatives of the timber industry at the recent con- 
gressional hearings revealed that the industry is seriously concerned because of 
shortages of timber and is extremely anxious that all possible action be taken to 
relieve the situation. 

The Bureau of Land Management is requesting supplemental funds to immedi- 
ately accelerate forest-management activities. Forest inventory work has pro- 
ceeded during the past several years at a modest rate and reforestation and rehabili- 
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tation work has been inadequate to keep pace with areas going out of productio), 


A properly balanced forest-management program is now, more than ever, extreme ly 
urgent. 


Forest management, $250,000 


(a) Forest inventory.—The requested supplemental funds will enable the Bureay 
to accelerate the forest inventory program. At the past rate of progress, it would 
require until 1960 to complete the program. The program should be expedited 
immediately and scheduled for completion within 3 years. 

Current forest inventory data are necessary in order to recompute the annual 
allowable cut. Most of the present allowable cut is based on inventory data 
collected in the thirites and early forties and which is now obsolete and inadequate. 
From current reinventories completed on approximately 25 percent of the are a, 
it is indicated that the aeeere allowable cut may be substantially raised. By 
completing the reinventory as early as possible, the Bureau will be able to deter. 
mine the greatest sust ak ‘yield’ allowable cut possible. Strong demands for 
timber evidenced by high competitive interest makes it highly advantageous to 
offer for sale as large a volume as possible as even low quality timber commands 
high prices. 

The reinventory data are also necessary to the development of well-rounded 
management plans. Current needs are to prepare management and timber 
development plans based on the new inventory data. This includes preparation 
and maintenance of adequate forest-type maps, records, etc., such as the timber 
management atlases, and the data are essential to orderly plans for planting, 
seeding, brush and weed control, hazard reduction and related types of work. 

This estimate will provide for employ ment of additional personnel for collecting 
and compiling field data, for map production, and for contracting aerial surveys. 

(b) Timber sales. supplemental funds requested will provide for increasing 
fiscal year 1956 sales by 50 million board-feet. The additional timber offered 
will include all types of salvage sales such as relogging, thinning and sanitation 
cuttings taken from material not ordinarily recovered and not chargeable against 
the allowable cut. 


Fiscal year 1956: 
Volume to be offered under regular fiscal year 1956 appropria- 
tions, thousand board-feet_ 650, 000 
Additional volume to be offered, thousand bo: ard-feet 50, 000 


Estimated additional sales price _ ___. sheik $1, 400, 000 
Estimated additional collections, fiscal ) year 1956. - _-_- oan 350, 000 


Forest protection, $35,000 


Protection of the forest resources against fire is a fundamental requirement 
for complete resource management. The additional funds will be used for extra 
protection of high hazard areas and for hazard reduction (snag falling). As an 
accelerated sales program progresses, additional areas require high hazard 
protection. 

Snag falling as a fire prevention measure is urgently needed to remove a fire 
hazard which endangers adjacent or nearby stands of valuable timber. It is 
required in old burns which have occurred along roads and in areas which cannot 
be treated through timber salvage, but which are intermingled with lands of 
other ownerships. The Bureau needs to speed up this particular protection job 


in order to clear its lands of hazards that endanger lands already cleared by 
private owners. 


Forest development, $35,000 


Based on the admittedly antiquated inventory information, it is estimated 
that more than 170,000 acres of O. and C. and Coos Bay Wagon Road land, 
primarily suited to the growing of timber crops are unproductive and in need of 
rehabilitation and reforestation. An optimum program would provide complete 
restocking of the nonproductive area over a 10-year period plus keeping current 
with new acreages as they go out of production. A certain portion of this activity, 
especially on the new areas, can be covered under timber sale contract provisions, 
but the present backlog of denuded areas plus a portion of the acreages ant 
each year can only be financed through appropriations. Spread over a 10-yea 
period, it would require rehabilitation work on an average of 20,000 acres cr 
year to restock the present denuded areas. In addition, approximately 12,000 
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new acres per year not reforested under timber sale contracts would require 
restocking. ; ; , 
The additional funds request provides for the following: 


Aerial seeding 1,300 acres ($10 per acre) = an ties SS, 
Purchase of seed ii 20, 000 
Planning and supervision bey ay 


(2) Other lands, $100,000 


This request is presented for the implementation of a twofold program on the 
public domain forest lands administered by the Bureau. The moneys requested 
will be used primarily for staffing-up and organizing of (1) expanded timber sale 
and management program, and (2) a program designed to implement the act of 
July 23, 1955, whereby the United States may gain the right to utilize the timber 
and other surface resources on unpatented mining claims. ‘These programs will 
carry on into fiscal year 1957, and it is essential that funds be made available prior 
to the beginning of the spring and summer field season in order to recruit personnel 
when they are first available and to fully utilize the increased manpower assigned 
io this work for the entire field season. 

The need and extent of two programs are outlined below: 

(1) Accelerated timber sales and management.—The responsibilities of the Burexu 
for management of the natural resources on the public domain include the prep- 
aration and sale of overmature and mature sawtimber at a rate approximately 
equal to the productive capacity of these lands. The demand for forest products 
on these lands by the lumber industry has increased tremendously during the 
past several years and especially during the past year. At the present program 
level the Bureau has been able to offer less than 25 percent of the allowable cut 
on public domain forest and woodlands. At this time the Bureau has on file 
over 650 applications from the lumber industry to put tracts of timber on the 
market; over a year’s backlog. The increase requested is directed in part toward 
reducing the imbalance which now exists between the utilization of public domain 
forest resources and the productivity of the land. It is also directed toward the 
improvement of the quality of forest management on these lands. Forestry 
today condemns undercutting of the productive capacity of the land just as 
strongly as it condemns ‘overcutting. Both are wasteful. This estimate will 
permit the Bureau to make an additional 15 million board-feet available to the 
market, increasing receipts by $150,000 to a total of $1,900,000. 

(2) Administration of Public Law 167 (act of July 23, 1955).—The passage of 
Public Law 167 will go far towards correcting abuses of the United States mining 
laws. Of utmost importance is a program to clear the rights of the United 
States to manage and dispose of the vegetative and other surface resources on 
unpatented mining claims which were located prior to the approval of the act. 
We estimate that at least 100,000 claims located on public domain lands contain 
forest products of value to the lumber industry and to local residents. Until 
the surface rights of the Government are established through the proceedings 
provided for by the law, it will not be possible to make full use of the products. 
The proposed increase includes funds for the initiation of this program so that 
dependent industries may be provided with more adequate supplies of raw 
materials. 

Foresters will be required to indicate areas for examination, place those areas 
under sound management, and maintain records to permit mining locators at 
future times to receive timber in volume and quality equal to that removed from 
their claims. Examination of mining claims is expected to reveal numerous cases 
of trespass which will be followed up. The returns from this phase of administer- 
ing the act will be many times the cost, both in amounts collected and the protec- 
tion afforded our national resources. 


4. Cadastral surveys 
Presently available, 1956 ___. $1, 544, 800 
Increase requested 50, 000 


Revised estimate 1, 594, 800 


The additional programs outlined in the foregoing discussion on land, minerals, 
and forestry will require expanded activity in cadastral surveys. In order to 
afford proper basis for the expanded program of timber inventories and timber 
sales, the cadastral survey and resurvey of the boundaries of the sale area will be 
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required; in many instances this will necessitate subdivision-of-section surveys in 
order to be certain that all of the merchantable timber in a given sale tract js jy. 
cluded. The program for management of the timber on the O. and C. lands jy 
western Oregon has been retarded by lack of surveys to define the boundaries of 
the Federal lands and for settlement of trespass cases. 

A new requirement for determination of the authority to administer the surface, 
of mineral claims filed prior to July 23, 1955, is contained in the Multiple Surfae, 
Development Act, Public Law No. 167. These claims are located throughout the 
mountainous areas of the Western States, many being located in unsurveyed areas 
or in surveyed areas with a scattering of patented lands. It will be necessary to 
ascertain whether the claims are located on private or public lands before final ge. 
tions contemplated by Public Law 167 can be carried out. The identification of 
the claims will be required, together with the necessary segregation surveys and 
plats. This work is of prime importance in resolving the problems in the areas 
of major conflict. 

In order to carry out the cadastral survey requirements in the expanded forestry 
activity and the mining claim work under Public Law 167, four additional survey 
parties, each headed by a competent cadastral engineer, will be required in the 
field. This additional employment will be initiated during the fiscal year 1956 and 
will carry over through the 1957 program. 


7. Fire suppression 
Presently available, 1956 $210, 000 
Increase requested 180, 000 


Revised estimate 390, 000 


This supplemental estimate is for the purpose of reimbursing the “Management 
of lands and resources’”’ appropriation for the cost of fire suppression on range and 
forest lands in excess of the $210,000 appropriated for that purpose, and to pro- 
vide funds for the anticipated cost of fire suppression in the spring of 1956. It is 
understood that the amount appropriated in the regular appropriation bill for 
fire suppression is a token amount and that it will be supplemented with sufficient 
funds to meet the actual cost. 

This estimate covers fire fighting expenses of $285,689 from July 1, 1955, to 
December 31, 1955, and provides $104,000 for the remainder of the year. 

The following tables show the cost of fire suppression during the past 5 years: 


| Numb Suppression 
Calendar year a eer of | Acres burned] cost, fiscal 


year 





| 
| 
344, 542 $249, 581 

168, 024 414, 473 

574, 000 | 376, 3% 

1, 200, 000 438, 461 

93, 582 | 522, 118 

al ace clea 400, 205 


Cost of fire suppression for the last half of the fiscal year, during the past 5 

vears has been as follows 
Fiscal year: Last half of year 
1951 $71, 336 


Presently available, 1956 $1, 051, 300 
Increase requested 50, 000 


Revised estimate 1, 101, 300 


This request is required to permit staffing to meet the additional workload for 
the current fiscal year and to prepare for the enlarged program approved in the 
budget estimates of fiscal year 1957. 
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It is the function of this activity to provide services to the technical activities 
of the Bureau, including employment of additional personnel, increased pay- 
rolling and other vouchering, and procurement of supplies and equipment. The 
1957 program is based on hiring approximately 300 additional employees which, 
with funds provided by this supplemental estimate, will begin in the latter part 
of fiscal vear 1956; and this will cause a workload that cannot be met with the 
present staff. Persons familiar with civil-service requirements and procedures 
must be employed before the Bureau can activate an enlarged recruitment 
program, which must be well underway before the close of the college year if it 
is to produce results. 

If the expanded technical programs are to be fully effective, the facilitating 
services must be adequately staffed, and it is incumbent upon the Bureau to be 
in a position to provide such services as the demands require. Failure to handle 
these requirements of the technical divisions would defeat the purpose of the 
appropriation. 

JUSTIFICATION 


Proposed supplemental due to pay increases, $581,700 


Increased salary costs due to the enactment of Public Law 94 are estimated to 
amount to $600,000. Of this amount, it is proposed to absorb $18,300, leaving 
$581,700 for which an appropriation is requested. 

The Bureau has been laboring under the handicap of a tremendous backlog of 
work, and all available funds have been used in an effort to correct the situation. 
Despite all efforts, the workload continues to mount. In addition, legislation 
enacted during the first session of this Congress imposed an additional workload 
in the Bureau, making it impossible to absorb any further part of the pay costs. 


BUREAU OF LAND MANAGEMENT 
MANAGEMENT OF LANDS AND RESOURCES 


(House hearings, pp. 185-208) 
Appropriation, 1956 ...-. $13, 700, 000 
Supplemental estimate, 1956 Seales 1, 681, 700 
House allowance____ ‘ 800, 000 
Restoration requested : es 881, 700 


>. 15, line 23) 
AMENDMENT REQUESTED 


Page 15, line 23, strike out ‘‘$800,000” and insert in lieu thereof “$1,681,700,” 
the estimate, or an increase of $881,700 in the appropriation. 


HOUSE REPORT 


“The budget estimate for the programs under this heading is $1,681,700. The 
committee recommends an appropriation of $800,000, a reduction of $881,700. 
Of the amount allowed, $581,700 is to cover increased costs due to the pay act 
of the last session of Congress, and $180,000 is to cover costs of fire fighting during 
the current fiscal year.” 

JUSTIFICATION 


The amendment restores the reduction of $881,700 made by the House in the 
budget estimate for the supplemental appropriation. This amount is distributed 
by activities as follows: 
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| 
Activity | Appropria- ‘Supplemental House allow-| Restoration 
tion, 1956 | estimate, 1956) ance requested 


| 
. Lease and disposal] of land and mineral re- | | 
sources a $3, 170, 000 $605, 000 | $243, ; $361 
2. Management of grazing lands_-- ; , 703, 000 97, 800 | 7 
3. Forestry - , ‘ 5 ieee t 2, 613, 000 515, 800 | 95, | 420, 000 
Cc adastral survey - a . 473, 000 121, 800 50. 000 
. Soil and moisture conserv: ition __- =, 2, 718. 000 | 40, 500 | ; 
. Squaw Butte Experiment Station -- ot 38, 000 1, 400 | 
. Fire suppression -. 210, 000 | 180, 000 
8. Maintenance of phy sical facilities_. 50, 000 ; = 
. Maintenance of access roads Pe oe 35, 000 : 
. Weed control : ; 700, 000 8, 100 
. General administration .....--------- 990, 000 111, 300 


. 700 


50, 000 


Total cee eee sree 3, 700,000 | —-1, 681, 700 | , | 881, 70) 


A breakdown of the restoration request by objects of expenditure follows: 


01 Personal services _ ~ pele ; te . $479, 000 
02 Travel_ fier : here ao 51, 200 
03 Tr: unsport ation of things oy eae cast ee ‘ ‘ , 700 
04 Communication services____.- , : , 500 
05 Rents and utility services atari ae sk , 3, 000 
06 Printing and reproduction -_-_- Be : 7 ~ 500 
07 Other contractual services . Fa tieen ei ake at », 000 
08 Supplies and materials__ ; cochatan: ide alate * —_ , 000) 
09 Equipment See a2 ‘< : , 000 
15 Taxes and assessments - Po , =e" : 3, 300 


| Sk, 381. 700 


1. Lease and disposal of lands and mineral resources 


Restoration of $361,700 is requested to permit the Bureau to recruit personnel 
in order to reduce the backlog of cases pending in the land offices. The backlog 
has increased from 85,302 at July 1 to over 89,000 at January 31. 

Funds provided in the appropriation for fiscal year 1957 will permit a greatly 
expanded field staff, required to implement legislation enacted after the beginning 
of the current fiscal year, and in order to obtain the maximum benefit from their 
services they should be recruited as quickly as possible so as to be available when 
the field season opens; and equipment should likewise be available. 

If the restoration is granted, it is anticipated that 11,000 cases can be closed 
and receipts increased by $1.5 million. 

Forestry 

Restoration of $420,000 is requested in order to permit an accelerated timber 
sales program in the Pacific Northwest where there is a scarcity of timber to meet 
the needs of small operators. Provision also is made for additional fire protec- 
tion, the reforestation of 1,300 acres of denuded timberlands and for engaging 
personnel to make preliminary surveys of areas to be examined under Public 
Law 167 (act of July 23, 1955). 

If restoration is granted, it is anticipated that timber sales of $1.5 million will 
be made and $500,000 of this amount will be collected during the current fiscal 
year. 

4. Cadastral surveys 

Restoration of $50,000 is requested in order to assist in the identification of 
areas for timber sales and for examination under Public Law 167. 

11. General Administration 


Restoration of $50,000 is requested in order to increase the administrative 
staff necessary to provide facilitating services for the expanded operating pro- 
grams. 


PREPARED STATEMENT 


Mr. Wooz.trey. Mr. Chairman, we have a statement here that we 
will pass to the committee. 

Chairman Haypen. That may be included. 

(The statement referred to follows:) 
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SraTEMENT BY EpwarD Wooz.Ley, Director, BurREAU oF LAND MANAGEMENT, 
DEPARTMENT OF THE INTERIOR 


There are two items in the supplemental request under consideration. The 
first is for the appropriation “‘Management of lands and resources”’ in the amount 
of $1,681,700. The House allowed $800,000 and restoration of $881,700 is re- 
quested. The second is for “Construction” in the amount of $2 million which 
was disallowed by the House, and restoration of the full amount is requested. 

Funds requested in the appropriation ‘‘Management of lands and resources’’ 
included costs of $581,700 due to the pay increase and $180,000 for fire fighting. 
Both of these items were allowed by the House. There was included $920,000 for 
regular operations for which the House allowed $38,300. Each of the affected 
activities is discussed separately. 


LEASE AND DISPOSAL OF LANDS AND MINERAL RESOURCES 


The sum of $400,000 was included under the activity ‘‘Lease and disposal of 
lands and mineral resources’’ for the purpose of reducing the backlog of some 
90,000 cases now pending in the land offices, and to begin recruiting personnel and 
securing equipment necessary to implement Public Laws 167 and 359 which were 
passed during the closing days of the first session of this Congress. Public Law 167 
was not signed until July 23 and Public Law 359 was not signed until August 11, 
both after the beginning of the fiscal year. Consequently, funds for the expenses 
necessary to effectuate these laws were not included in prior requests. 

In requesting funds earlier this year I stated that while the amount included in 
the estimate would not be adequate to employ sufficient personnel to bring the 
work to a current basis, it was felt that the amount requested was all that could 
be utilized. However, it was found that additional personnel could be secured 
and they are now available. 

In order to derive the maximum benefits from Public Laws 167 and 359, field 
personnel and equipment should be available as soon as possible after the field 
season opens. As you know, the field season in the West is comparatively short, 
running from the latter part of March to October. Numerous applicants have 
signified their willingness to come with the Bureau this fiscal year and it is de- 
cidedly to the advantage of the Government to obtain their services as quickly 
as possible. Equipment also should be obtained now so as not to delay field 
operations. 

The House allowed $38,300 and restoration is requested of the balance of 
$361,700. If restoration is granted, it is expected that 11,000 cases can be closed 
with additional receipts of $1.5 million. 


FORESTRY 


In Forestry we requested $420,000, all of which was disallowed. The funds 
were requested primarily to expand timber sales, reduce the fire hazards, reforest 
1,300 acres of denuded lands, and to recruit the staff needed to implement Public 
Law 167. 

In the Pacific Northwest smaller operators face a serious shortage of available 
timber, and must depend largely on Government-owned timber. In the O. 
and C. area there still remains a tremendous amount of wind-thrown and bug- 
killed timber which should be salvaged as quickly as possible, together with a 
large volume of overmature timber which should be placed on the market. To do 
so, and also increase the allowable cut under sustained yield practices, inventories 
should be accelerated. This holds true also of public-domain lands which hereto- 
fore have received only token management. 

Restoration of the $420,000 is requested and is only good business as we expect 
we will be enabled to sell an additional 65 million board-feet of timber valued at 
over $1.5 million, of which amount $500,000 will be collected during the current 
fiscal year. 

OTHER ACTIVITIES 


Restoration also is requested of $50,000 each in cadastral surveys and in general 
administration. These are activities to facilitate the programs just discussed. 


CONSTRUCTION 


A request of $2 million was made to accelerate access road construction in the 
‘ . . 
0. and C, area and was disallowed. To make the expanded timber sales program 
‘fully effective, roads should be pushed into areas which now are inaccessible. 
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Moreover, recent storms in this area have inflicted heavy damage on existing 
roads and these should be repaired quickly so that timber already sold may by 
brought out. Damage is conservatively estimated at about $600,000. At th 
time we appeared before the House only fragmentary information was available 
and we did not know if it would be possible to adjust the program or if a further 
supplemental would be needed. 


It should be borne in mind that appropriating moneys for the construction anq 
repair of these roads does not cost the Government one penny. The Treasury js 
reimbursed from moneys that otherwise would be paid to the O. and C. Counties, 
so failure to appropriate the funds does not result in any savings to the Govern. 
ment. The money then will be paid to the counties and the Government will lose 
a valuable asset. I might add that the O. and C. Counties support appropriation 
of the full 25 percent to this Bureau. 


Under these circumstances I feel that restoration of the $2 million is to the best 
advantage of the Government. 


EFFECT OF HOUSE REDUCTIONS 


Mr. Wooztey. There are two items in the supplemental request 
under consideration. 

The first is for the appropriation for management of lands and re- 
sources in the amount of $1,681,700. The House allowed $800,000, 
and we are requesting restoration of $881,700. 

Chairman Haypen. How much of that is increased pay costs? 

Mr. Woozuey. $581,700, to be exact, and that item and $180,000 
for fire fighting were both allowed, Mr. Chairman, which only left 
$38,300 to be applied on the other activities. 

Chairman Haypren. What is going to be the effect of this House 
deduction? 


BACKLOG IN LANDS AND MINERALS APPLICATIONS 


Mr. Wooztey. Well, of course, we had $400,000 in this appropria- 
tion for attacking the backlog i in lands and minerals applications, and 
this will only allow $38,300, so that we will have a shortage of $361,700. 
We will not be able to start on those until the Ist of July to appre- 
ciably reduce the backlog. 

Chairman Haypen. We have been hear ing about that backlog for a 
great many years and have been appropriating additional money in 
hope of reducing the backlog, but it seems that, as you clear up old 
business, you gather more new business. 

Mr. Wooztey. That is correct. 

When I first came here in 1953, we were taking in about 67,000 
cases a year and the backlog was increasing at the rate of about 4,000 
a year. 

In the past year, we received some 133,000 cases and we closed 
about 106,000. This year we expect 155, 000 cases and we expect we 
will be able to close around 150 ,000. 


INCREASED OIL AND GAS EXPLORATION 


Chairman Haypen. Is it the legislation enacted by Congress whic! 
has increased this business? 

Mr. Wooz.ey. Not in particular, Senator. It is the increased de- 
mands for oil and gas exploration, leases for small tracts of land, desert- 
land entries. Those cases have actually increased the backlog, al- 
though in this appropriation we also are asking for some money (0 
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implement new legislation that was passed after the last fiscal year 
started. 

Chairman Haypen. It has always been my understanding that, so 
far as your bureau was concerned, whatever sum of money Co ongress 
appropriated, you took in more money as the result of the work that 
you do. 

” Now, is that still the record? 

Mr. Woozuey. Yes, sir. That is correct. 

For example, in 1951 the Bureau took in $49 million. Last year 
we actually took in $239 million, including the outer Continental Shelf 
leasing. 

Chairman HaypEn. At what cost to the Bureau? 

Mr. Wooziey. About $15 million. 

Chairman Haypen. It seems to me that there are two ways of 
balancing this budget. 

Qne is to put more money in the Treasury and the other way is, 
of course, to cut down expenditures as the House proposed here. 
However, where you have an agency making money for the Govern- 
ment, it seems a ‘good i investment to give it money to bring in more 
money. 

Mr. Wooz.ey. That is true, and the people expect service, as most 
of you know, and, when we don’t give it to them, it increases our 
backlog by causing additional correspondence and creates a backlog 
on everybody concerned. 


SALARY INCREASES 


Senator TuyE. Last year you were not compensated for the salary 
increases because they occurred after the budget had been allowed? 

Mr. Wooz.ry. That is correct. 

Senator Toyz. That is one of your problems here? 

Mr. Wooztey. Yes, sir. 

Senator Toye. And the other problem is that you have $180,000 
for fire fighting, as you have listed here in your justification, and the 
other is the increased load which you will either meet or have a backlog 
on. If you meet it, you have a revenue. If you fail, the revenue is 
delayed. 

Am I right or wrong on that interpretation? 

Mr. Wooz.tey. That is correct; yes, sir. 

Senator Toys. I cannot see, Mr. Chairman, but what we are going 
to make money if we advance a little money. 

Senator Dirksen. Mr. Woozley, let us look at this for a moment. 

Originally you asked for $1,681,700? 

Mr. Wooz.ey. Yes, sir. 

Senator DirKsEN. The House gave you $581,700 for pay increases 
and $180,000 for fire fighting? 

Mr. Wooz.ey. Yes, sir. 

Senator Dirksen. Then there is a balance of $38,300 for regular 
operations? 

Mr. Wooziry. That is correct. 

Senator Dirksen. Of the $881,700 which they did not give you, you 
proposed $400,000 on your lease ‘and disposal? 

Mr. Wooziry. The lease and disposal and the implementation of 
some of these new laws. 
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There is $361,700, to be exact. 

Senator DirksEN. That is $400,000 for lease and disposal of lands: 
$50,000 for cadastral survey; and $50,000 for general administration? 

Mr. Wooz.ey. Yes, sir. 


EXPANSION OF TIMBER SALES 


Senator Dirksen. For forestry, you requested $420,000 requested 
primarily to expi and timber sales. 

Mr. Wooz.ey. To expand timber sales and to do some inventory, 
get started on inventory work for 1957. 

Many of our prospective employees will be leaving school. Many 
will be searching for employment this spring between the time spring 
opens up and the 1957 funds become available. If we are unable to 
engage those people, our program in 1957 will be delayed, so that we 
would like this supplemental in order to implement our 1957 program, 

Senator Dirksen. Now, Mr. Chairman, you will recall that Fores 
Service was here and asked for a restoration of that $500,000 item on 
the grounds that it would account for $6.5 million in timber sales. 

Do you hook in with that work? 

Mr. Wooz.ry. Not with their work, but we expect to be able to 
sell 65 million additional board-feet of timber if we can get the funds, 
which will bring in about $1.5 million. 

Senator Dirksen. That is a wholly separate operation from the 
Forest Service? 

Mr. Wooz try. Yes, sir. 

Senator Dirksen. There is no identity with it at all? 

Mr. Wooz.ty. No, sir. We are in different departments, althoug) 
our work sometimes is tied together where we have adjoining lands. 


LEASING ON WILDLIFE REFUGE LANDS 


Senator Dirksen. What about this leasing of mineral resources? 

I understand that that work came to a standstill for a bit pending 
a further action on policy by the House committee. 

This involves oil leases, does it not? 

Mr. Wooz.ry. To a very, very minor extent. The leasing that is 
done on wildlife refuge lands probably would not amount to one 
percent of our activity. 

Senator Dirksen. That is included here, however? 

Mr. Wooztey. No; I don’t think it is. 

Senator Dirksen. Does that come under your direct jurisdiction? 

Mr. Wooziry. We make the leases if the Wildlife Service requests 
it; yes, sir. 

Senator Dirksen. What is the status of it now? Is the matte! 
still in a state of suspension? 

Mr. Wooztey. Yes, sir. 

Senator Dirksen. When do you expect to resolve that at the 
policy level? 

Mr. Wooztry. I think that will depend on the agreements made 
with the Secretary and the committees by looking into these matters 
There may be some certain time set up. There may be some policies 
developed that we are not now aware of. 
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Senator Dirksen. So that as of now, those leases are not going 
forward and will not go forward until you contrive an unde standing 
with the House and House committees? 

Mr. Wooziey. That is my understanding; yes, sir. 

Senator DirkseN. You have no estimate as to how long that will 
take? 

Mr. Wooztey. No; we do not. 

Senator Ropertson. Mr. Chairman? 

Chairman Haypen. Senator Robertson? 


HOMESTEADERS’ CLAIMS 


Senator Ronertson. A few vears ago I had occasion to look into 
the question of homesteaders’ claims that were never carried forward 
into title. At that time it appeared that there were really millions of 
acres of land that had been filed on and no title acquired by the 
individual, but that the Government did not know whether it was in 
or out. 

What has been done or is being done to clear up that situation? 

Mr. Wooz.try. Well, since 1934, Senator, we have had to classify 
the lands that are applied for for homesteads, desert land entries, 
small tracts and other lands cases. 

We have a backlog now of land cases of, I would say, approximately 
30,000 that we are unable to get field examinations, classifications, 
and either approved entries or disallowed entries. Part of this 
$400,000 would be used to implement that. 

However, I think that many of these that you referred to are desert 
land entries where persons have been unable to develop the water 
necessary to make final proof. 

Senator RopEertson. That may have been the majority of them, 
but there were some very substantial claims that were not of that 
character. 

How many million acres would you say now had cloud on the titles, 
so to speak, from the standpoint of public ownership, that have not 
been cleared, where they filed on it and did not get a title and aban- 
doned it and yet the Government does not know whether the Gov- 
ernment or somebody else is going to get it. 

How many million acres would you say are in that category out 
of 282 million acres of the public domain? 

Mr. Woozuey. There are about 1,200,000 acres that are in claims 
of various kinds which have been allowed and the persons themselves 
are attempting to obtain patent by fulfilling the obligations necessary, 

Senator Ropertson. Do you feel that you are making suitable 
progress in settling these disputed titles or in clearing out w hat might 
be called the squatters’ claim that was never perfected on public 
domain? 

Mr. Wooz.ry. Yes, sir. We are making substantial progress, par- 
ticularly in these Eastern States where the problem is more prev alent 
on what we call color of title claims where persons have settled on 
the land and farmed it; we are attempting to dispose of those lands 
and are finding many of these old claims that we did not know existed, 

Senator RoBERTSON. The statute of limitations does not run against 
the Federal Government. 

Mr. Woozury. No, sir. 
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Senator Roprerrson. So that no matter when they squatted, they 
cannot get title by squatting? 
Mr. Wooztey. If they have been paying taxes, feeling that they 
had title, for a definite period of time, there is a method for them to 
gain title by paying the value of the land to the Federal Government. 
Senator Ropertson. They should be required to pay, should they 
not? 

Mr. Wooz.ery. Yes, sir. 

Senator Roperrson. Is that not a part of the investigation you are 
supposed to make as to who is on there farming the land who never 
paid for it? 

Mr. Wooz.ury. Yes, sir; that would be a part of it. 

However, it is a very minor part. 

Senator Rosertrson. I am inclined to give you the amount that 
you want for this, but I would like to have some detailed report next 
year as to what you have done. 

Mr. Wooz.try. We would be glad to do that, Senator. 

Senator Ropertson. Thank you, Mr. Chairman. 


TOTAL NEW POSITIONS 


Senator Dirksen. How many people would you put on? 

Mr. Wooztey. Mr. Beirne can give you the number. 

Mr. Berrne. 395. 

Senator Dirksen. Those are not permanent positions? 

Mr. Berrne. Those are permanent positions. Funds have been 
provided in 1957 to carry them on. 

Senator Dirksen. What about that item under lease and dis- 
posal? You speak about the possibility of securing suitable personnel 
for that March to October period. 

Mr. Wooztey. Those may be foresters. They may be mining 
evaluation engineers. They are technicians and are difficult to 
obtain if we go to the middle of the season before we attempt to hire 
those persons. 

These new laws were not passed in sufficient time to include pro- 
vision for them in our 1956 appropriation. Therefore, we want to 
implement our program by getting permission to start in April, if 
possible, to recruit the people we will need. 

If we are not able to recruit them until July, we won’t get very much 
done in this season’s operation. 

Senator Dirksen. This will then be a permanent addition to your 
staff? 

Mr. Wooztey. Yes, sir. 


STATEMENT BY SENATOR BARRETT 


Chairman Haypen. A prepared statement received from Senator 
Barrett will be inserted in the record at this point. 
(The statement referred to follows:) 
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BuREAU OF LAND MANAGEMENT 


\Mr. Chairman, I appreciate the opportunity of presenting this statement 

support of the supplemental appropriation requests of the Bureau of Land 
Management. The supplemental appropriation bill, H. R. 10004, now before 
rhis committee, contains an item of $800,000 for the Bureau of Land Management 
and more specifically for ‘‘Management of lands and resources.” This item is 
found on paze 15, line 23, of the House-passed bill. 

The original budzet estimate, Mr. Chairman, for ‘‘Management of lands and 
urces’’ was $1,681,700. These funds are needed to meet the public demands 
the Bureau of Land Manazement which administers the development of 

ns of acres of the public domain. 
he first session of this Congress we passed two legislative measures. Orie, 
ice Law 167, is known as the Multiple Surface Development Act, and the 
second, Publie Law 359,.is the Mininz Claims Rizhts Restoration Act of 1955. 
}oth of these measures, Mr. Chairman, will place a tremendous additional 
yurden on the Bureau of Land Management since they open vast acreazes for 
mineral development. 

Funds necessary to administer these new laws during the fiscal year 1957 are 
requested in the Interior Appropriations bill, H. R. 9390, now before this Congress, 

The purpose of the request of BLM for a supplemental appropriation at this 
time is to initiate an attack on the mounting backloz of cases requiring ad udica- 
tion and to begin the job imposed upon the Bureau by Public Laws 167 and 359 
of the 84th Congress. 

The prompt handling and adjudication of applications for oil and gas leases 
and mining claims is of vital importance to the citizens of Wyoming. We are 
continually faced with delays in the Bureau’s job of processing these applications 
due to the tremendous backlog that has built up in recent years. 

The development of minerals resources in our Western States is of prime 
importance to my State and other Western States. Production of mineral re- 
sources from the vast public domain area of the West represents a major factor 
in the progress of our area and the entire country. 

With the addition of cases resulting from the two public laws to which I have 
already referred, I feel the Bureau of Land Management is meeting its respn- 
sibility in programing an all-out attack now on its present backlog of cases in order 
to clear as many as possible before the end of the current fiscal year. 

Statisties show that despite personnel increases prov ided by appropriations 
for 1955 and 1956, the number of unclosed cases in the Bureau is increasing. 
This volume of business is something over which the Bureau has no control and 
stems from the rising flood of small-tract applications from our Western States, 
including Wyoming. 

By providing the supplemental funds requested by the Department of the 
Interior it will be possible for the Bureau of Land Management to close an addi- 
tional 11,000 cases before the end of the current fiscal year and increase receipts 
by $1.5 million. It will also permit the first reduction in several years of the 
backlog of cases now pending before the Bureau. 

The supplemental bi!l as passed by the House reduced the budge estimate for 
‘Management of lands and resources”’ from $1,681,700 to $800,000. The decrease 
eliminates the funds needed to accelerate work on the cases now before the Bureau 
of Land Management. 

I therefore request, Mr. Chairman, that the House cut for this item be restored, 
and the original budget estimate of $1,681,700 be allowed. 

Thank you for allowing me to present this statement. 


TIMBER ACCESS ROADS 


Chairman Haypen. Are there any further questions on that point? 

If not, I want to take up the House disallowance of $2 million for 
construction. These funds are for the construction of timber access 
roads on the Oregon and California grant lands. 

The justifications and the formal amendment will be included in 
the record. 

(The justifications and formal amendment referred to follow:) 


74919—_56——__19 
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DEPARTMENT OF THE INTERIOR 
Bureau or LAND MANAGEMENT 
Construction, Bureau of Land Management 


Request for 3 months from Apr. 1, 1956, to remain available until 

expended $2, 000, 000 
Appropriation to date, fiscal year 1956 13, 333, 730 
Obligations to Dec. 31, 1955 1, 189, 799 
Expenditures to Dec. 31, 1955 3, 096, 253 
Budget estimate next fiscal year 4, 500, 000 


§ Includes a carryover balance of $1,033,730. 


PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


The additional sum is requested in order to permit acceleration of the access 
road program in the O. and C. area of western Oregon where the demand for 
timber has reached an all-time high. These funds will be reimbursed in thei 
entirety to the Government from the counties’ share of receipts of timber sales 
Consequently, the roads will be obtained by the Government without cost to 
itself. 

Program and financing 


Presently Revised 
available estimate 





PROGRAM BY ACTIVITIES 
1. Access roads $2, 873. 973 $4, 282. 973 
2. Buildings in Alaska 40, 057 4(), 057 


INI 5555 cates emcee hncmnicieds &abesieaaaane bmmenniuasine 2, 914, 030 4, 323, 030 
FINANCING 


Unobligated balance brought forward —1, 033, 730 —1, 033, 73 
Unobligated balance carried forward +419, 700 +1, 010, 70 





Appropriation 


Obligations by objects 





ni laccificati Presently | Revised 
Odjest chaneification available estimate 


BUREAU OF LAND MANAGEMENT 


Total number of permanent pocitions de 
Full time equivalent of all other positions--.--.-._.__-- 
Average number of all employees____-...---..-.-.-..-- 
Number of employees at end of year 


01 Personal services: 
In (a a nldech iads acta teint ter 
Positions other than permanent = 5, 000 
Regular pay above 52-week base : ‘ | 225 





Total, personal services 49, 350 
Travel... ‘a 7, 500 | 
Transportation of things.........-.---- : : é he 500 
Com municaticn services ; 1, 250 
Rents and utility services shai eslutitaeh iol 400 | 
Printing and reproduction : 100 | 
Other ccntractual services___._--- iibeckbteccccans-arqcuianapanaicicnide 28, 399 
Supplies and materials - - - Sinsiitaliau/ade ptakin dieieasoaacrbded 4, 057 
Equipment iets aaeeendes 4, 590 
Lands and structures___- shad ; | 70, 595 
Taxes and assessments----_--- . feat 250 


Be eee 166, 901 


ALLOCATION TO RUREAU OF PURLIC ROADS, DEPARTMENT OF COMMERCE 


Total number of permanent positions-- 

Full time equivalent of all other positions- - - -- 
Average number of all employees : 
Number of employees at end of year 





), 000 
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Obligations by objects 


Presently Revised 
available estimate 


Object classification 


ALLOCATION TO BUREAU OF PUBLIC ROADS, DEPARTMENT OF COMMERCE— 
continued 


01 Personal services: — 
Permanent positions $139, 000 
Positions other than permanent 113, 000 
Regular pay above 52-week base 500 
Payment above basic rates 2 7, 500 


Total personal services 260, 000 
Travel. ..-.------------------<---2-----0-000---- lata nae eermanianees eds tiot a te 30, 000 
Transportation of things-----..------------------------------------------ 
Communication services.............--....-.---.-2..---2-0---------2---- 
Ee Be oe eo BS s 
Printing and reproduction 
Other contractual services 
Supplies and materials 
Equipment-.- 

Lands and structures 





Total, Bureau of Public Roads 2, 747, 129 | 


Total obligations si 2, 914, 030 4, 323, 030 








Average salary and grades 


Actual 1954 | Estimate 1955| Estimate 1956 


| 
| 
| 


BUREAU OF LAND MANAGEMENT 


General schedule grades: 
Average salary 
Average grade 


ALLOCATION TO BUREAU OF PUBLIC ROADS, DEPARTMENT OF 
COMMERCE 


General schedule grades: 
Average salary $5. 
average grade “ ’ : Gs- 
Ungraded positions: Average salary . $4, 48 


1. Construction of access roads 


Presently available, 1956 $2, 300, 000 
Increase requested 2, 000, 000 


Revised estimate 4,.300, 000 


This supplemental appropriation is requested in order to market damaged 
and overage timber which otherwise would be inaccessible. This program should 
be pushed to the limit. Under existing law the O. and C. Counties receive 50 
percent of the receipts from timber sales plus the difference between another 25 
percent and amounts appropriated for road construction and maintenance. 

Realizing the imperative need for roads, the Association of O. and C. Counties, 
as well as the lumber industry, strongly urged an increased appropriation even 
though this would mean a decrease in the amount to be paid to them. 

Accelerating this program has three definite advantages to the Federal Govern- 


*> ment: 


(1) The program does not cost the Federal Government 1 cent. It acquires, 


| without cost to the Treasury, a valuable asset in the road system—an asset that 
» will aid in producing millions of dollars of revenue for years to come. 


(2) Expenditure of several million dollars is leveled off over a period of several 


) years. This reduces the amount of borrowing by the Treasury and the interest 
»Ptyments on the borrowings. Under the law the entire 75 percent must be appro- 
| priated by the Congress if not required for Treasury reimbursement, 50 percent 
| of which is paid during the first quarter of the fiscal year to the counties plus the 


balance of the 25 percent. If the entire 25 percent were appropriated for roads 


§® goodly portion would not be paid until the roads are completed. 


(3) The road system is needed—and needed quickly if the O. and C. timber 
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stands are to be prope rly managed and overcutting similar to what has take n 


place on private lands is to be avoided. 


With the additional funds thus made available it is planned to accelerat; 
struction during the current fiscal year by advancing a portion of the progran 


originally planned for 1957. 
Based upon actual receipts of $9.6 million through December 31, 1 


follows: 


» POF 


)- 


Q5! 5. estimate, | 
receipts for fiscal year 1956 and the relation to the access road program ar 


C ag 


1958 


Estimated receipts based on accelerated programs _ _- $18, 000. O09 


Amount which could be appropriated for road construction 
Presently appropriated or authorized !__ 
Supplemental request : 


Estimated balance in excess of appropri iations re queste d_ 


1 Includes $35,000 for maintenance of roads. 


Details of the program are given below: 





1956 budge 
reques 


Unohbligated balance brought forward eS az eae noe $1, 03: 
1956 appropriation 


is 2, 260, 
Supplemental request 


Total available 


Bureau of Public Roads: 
eurveys a 
Construction 


Total ie 


Bureau of Land Management: 
Planning, supervision, and reconnaissance -.......-.--- eae sibisiesis imine , 844 
Rights-of-way and road purchases SS patnebana mia bereiniae 5, 000 


Total _- om | 26, 844 
Unobligated balance ox 7 ft saree : 19, 700 
Total program ; i } 3, 293, 673 
Detail of surveys and construction: 
1. Surveys (Bureau of Public Roads): 


} 


| 
| 


Galice Road, section B, 10 miles_-- 30, 000 


Cow Creek Road ( rddition: il needed to complet 24, 000 


Camp Creek (Loon Lake) Road, 15 miles 50, 000 | 


Cherry-Brummett Creeks Road, section B, 11 miles 33, 000 
M iddle Creek Road, 11 miles cans : 7 35, 000 
Twin Sisters Road, 3 miles 9, 000 


Spencer Creek Ro 1d, 1 mile 3,000 | 


West Fork Cow Creek Road, 12 miles_- 40, 000 
Canton Creek, section A, 4.5 miles 
aca Creek Road, 18 miles oa 
Yellowstone Creek, 9 miles_-_-_-- 
Evans Creek, 7 miles 
Smith River, section D, 5 miles. 
Canton Creek, section B, 4.5 miles 
Kelsey-V ule Creek, 14 miles 
Esmond Creek, section C, 8 miles 


Total, Bureau of Public Roads surveys 


2. Construction: 
Spencer Creek, 3.7 miles, grading - - 
Quartzville Low Level, 11.6 miles, surfacing | , 000 
Smith River, section B, 8.9 miles, surfacing — 7, 129 
West Fork Smith River, 4.5 miles, surfacing - - ; 3, 000 
Twin Sisters, 20.7 miles, surfacing--_--- 3, 000 
Esmond Creek, 6 miles, surfacing ----- 0, 000 
Middle Creek, 11 miles, clearing , 000 
Camp Creek, 15 miles, grading and bridge _- P | 24, 000 
Siuslaw River, 12 miles, surfacing ‘ 30, 000 
Cow Creek, 14 miles, grading and clearing 500, 000 
Smith River Log Dump | 100, 000 
Cherry-Brummett Middle Creek system (Middle Creek) section 

A, grading 

Twin Sisters, section B, 8 miles, grading - 


Total construction 


| 


4, 500, 000 
2, 295. 000 


2, 000, 000 
205, 00 


aa a le a 
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This supplemental request will cause a revision of the fiscal year 1‘ 
as follows: 
fequest 


Unobligatec 
Amount available 


Programed: 
Bureau of Public Roads: 
Surveys - - 
Construction 


), O00 
), QUO 
>, O00 
), 


we 


Bureau of Land Management: 
Planning, supervision, and reconnaissance _-__.-_______-_- 
Rights-of-way and road purchases 


Total program 


Detail of surveys and construction: 
1. Surveys (Bureau of Public Roads): 
Alsea system, 16 miles- - -- ee ee re 
® South Umpqua system, 5 miles_ _-__-_-_- 

North Umpqua system, 10 miles- 
Coquille River system, 10 miles__ 
Siuslaw-Smith system, 11 miles __ ~~ 
Nestucea River system, 10 miles - 
Quartzville Creek system, 8 mile 
Rogue River system, 10 miles_---------~- 


9) 
- 


Construction projects (Bureau of Public Roads): 
Cow Creek, section B, 8 miles- - 
Middle Creek (Roseburg), 10 miles_._......____-_______ 
Gaboe Creek, section B., 10 miles... oc cc kk 
Yellowstone Creek, 8.5 miles 
Rack Creek, soeGon. A; 10 miles... ss hs cle ial 
West Fork Cow Creek, 10 miles, grading 
Boulder Creek, section A, 3 miles, 1 bridge___________~_ 
Yellowbottom, section A-2, 3.1 miles_.........______- 
Nestucea River, 10 miles, grading 
Smith River, section D, 5 miles, clearing 
Camp Creek (Loon Lake), surfacing : 
Kelsey-Mule Creek, section A_-_-_.......----------- 


Total construction 
SOtAl SUIVOVES... 2. 5-2-2 


Total, Bureau of Public Roads_____---- 


BUREAU OF LAND MANAGEMENT 
CONSTRUCTION 


(House hearings, pp. 186, 204) 


» Appropriation, 1956 
Supplemental estimate, 1956 

» House allowance 

| Restoration requested 


291 


56 


J57 program, 


_ $4, 460, 000 


1,,010, 700 
5, 470, 700 


231, 000 
4, 768, 000 


4, 999, 000 


285, 000 
186, 700 


471, 700 


. 5, 470, 700 


48, 000 
15, 000 

30, 000 

14, 000 

38, 000 

30, 000 

26, 000 

30, 000 

231, 000 


672, 700 
585, 000 
500, 000 
435, 000 
500, 000 
500, 000 
320, 000 
150, 000 
450, 000 
205, 300 
240, 000 
210, 000 
4, 768, 000 
231, 000 


4, 999, 000 


. $2, 300, 000 


2, 000, 000 
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(P. 15, after line 23) 
AMENDMENT REQUESTED 


Page 15, after line 23, insert the following: 


“CONSTRUCTION 


“For an additional amount for ‘Construction’, $2,000,000, to remain availabl, 
until expended,” 
HOUSE REPORT 


“The budget estimate of $2,000,000 for accelerating the access road program 
in the Oregon and California land grant area has been disallowed. The committee 
was advised that the purpose of the funds requested was to advance portions of 
the program originally planned for 1957. Since the appropriation for 1957 has 
already been acted upon by the House, the net effect of allowing the supple. 
mental funds would be to create a balance in the amounts provided for 1957 
which would remain unobligated at the end of that fiscal year or be applied to 
construction program items of lower priority. Neither is considered necessary 
at this time.” 

JUSTIFICATION 


The amendment restores the reduction of $2 million made by the House ip 
the supplemental budget estimate for this appropriation. The amount is for 
the following activity: 


sgl 


; i 

Activity Appropria- |Supplemental] House allow-| Restoration 

: tion, 1956 jestimate, 1956| ance, 1956 requested 
| ESE 


1. Access roads , 260, | $2, 000, 000 
Fe II III oc. in ncsrnaiscsceuine meen 0, 000 : 


I cite Pte haat eka netdicd ak aeciae cease 


$120, 000 

30, 000 

SNIDER oo oe Sk ase ate ene ean 2, 000 
eee ES eee ee Se Peer ee ee ee 2, 000 


Rents and utility services 6, 000 


Communication services 


2, 000 


SS EEO ee ee ee 145, 000 


Supplies and materials 
Equipment 


Lands and structures____._-___- 


Taxes and assessments 


20, 500 
2, 000 


siesta bch nae cravat nes bce ht peleatie 1, 079, 000 


500 


1, 409, 000 


2, 000, 000 
Access roads 


Restoration of $2 million is requested in order to accelerate the timber acces 
road program in the O. and C. area of western Oregon. These roads are needed 
to provide access to overmature and windblown and bug-killed timber, and as a 
aid in bringing equipment in when fighting fires. New areas should be opened % 
that the expanded timber sales program can go forward within sustained yeild 
limits. 

The entire amount of this appropriation request will be repaid to the Treasury 
from funds which the O. and C. counties would receive from timber sales. Failure 
to appropriate this money does not result in any savings to the Government 4 
the money otherwise must be paid to the O. and C. counties. These countie 
have endorsed appropriation of the full 25 percent of timber sale receipts to whicl 
they are entitled. The program submitted with the justification envisions thst 





lable 


gram 
ittee 
ns of 
7 hag 
pple. 
1957 
ed to 
‘SSary 


ise in 
is for 


ration 
ested 


0, 000 
30, 000 
2, 000 
2, 000 
6, 000 
2, 000 
45, 000 
20, 500 
2, 000 
79, 000 
500 


09, 000 


needed 
d as al 
ened 80 
d yeild 


reasury 
Failure 
ment a8 
pounties 
o which 
yns that 


SECOND SUPPLEMENTAL APPROPRIATION BILL, 1956 293 


the full amount requested herein, plus the amounts to be available in 1957, would 
be obligated by the end of that fiscal year. 

2ecent floods and storms in Oregon have caused considerable damage to the 
road system in the O. and C. area. While final determination of the costs is not 
vet available, a conservative estimate of the damage is about $600,000. It is 
imperative that repairs proceed immediately when the weather permits, which 
will necessitate an adjustment of the program. 

This fact was not included in the data submitted to the House as the extent of 
the damage was not known and a decision had not been made whether it would be 
possible to adjust the program of if it would be necessary to seek further supple- 
mental funds. Consequently, though there is an unobligated balance shown above 
it is anticipated that all funds requested will be oblizated by the end of this fiscal 
year. 

REIMBURSABLE FUND 


Chairman Haypen. This is the subject on which Senator Cordon 
spoke. 

Mr. Wooz.tey. That is the other item, Mr. Chairman. 

We requested the $2 million to accelerate access road construction, 
and those of you who were here when Mr. Cordon was here got a full 
dissertation of that. 

Mr. Cordon is well qualified to discuss it. 

We would like to say that this is not in the true sense an appropria- 
tion. It is a reimbursable fund to be paid back by July by the sale 
of timber on these O. and C. lands. 

It will permit us to open lands in the inaccessible areas, and it will 
not increase our allowable cut above the sustained yield. 

We have nondepletable timber that is not in the inventory. That 
is timber that has been killed through windthrow and insects and, if 
we can get that timber out, we can recover it at a profit to the Federal 
Government and the counties and we can open up the areas for fire 
control and insect protection. 


OPERATIONS IN AREA 


Senator Tuyr. Is there anyone operating in the vicinity of that 
area? 

Mr. Woozuey. It is a large area. They are operating in various 
parts of it; yes, sir. 

Senator THyr. But there are no roads into the area? 

Mr. Wooz.ey. In many places that is true; yes, sir. 

Senator Taye. Without the Government financing the construction 
of the improvements here, you would foreclose on a small bidder that 
could not afford, of course, to throw up a highway or a passable road 
for just a small tract unless he was already operating in there? 

Mr. Wooz.iry. That is true. 

Then, of course, when we went to sell the next block of timber, 
Senator, it would be difficult to make an arrangement with this man 
who had built a road which would probably be substandard to get out 
additional timber. 

We feel that we should have our major road systems at least up to a 


_ high standard and then should give everyone the same opportunity 


to bid for the timber. 
Chairman Haypen. I was going to say that you have road work 


' to do that requires these funds in addition to those for the 1957 


program? 
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Mr. Wooz.ey. Yes, sir. 

Chairman Haypren. The other point that I think I would like ty 
have you reemphasize, as Senator Cordon did, is that, if these funds 
are not appropriated for this purpose, will they be paid to the counties 
on June 30? 

Mr. Woozuery. Yes, sir. Some counties of Oregon are subject to 
the O. and C. law and it is rather a peculiar situation. Up to 75 per. 
cent of the revenues from these lands go to the counties, and 25 per- 
cent to the Federal Government. Of this 75 percent, 25 percent may 
be reimbursed from the funds due the counties. They have chose 
through resolution, to use that 25 percent for the building of roads. 
construction of roads, which of course increases the value of the timber 
along these roads and will not only come back to the counties but to 
the Federal Government. If we do not pay this $2 million, it will go 
to the counties on the Ist of July. | 

So that, as far as the Government is concerned, it will be an expendi- 
ture either way but, if it is used for roads, it will be an improvement 
to the benefit of the Government and the counties. 


ACCELERATION OF 1957 PROGRAM 


Senator Dworsnak. If you accelerated this $2 million for the cur- 
rent vear, would you be willing to deduct the $2 million from the 1957 
appropriation for the same program? 

Mr. Wooztey. No, sir. We feel that it can be expeditiously used 
in 1957, too. 

I might say that their request for a full 25 percent was made aft 
we made up our 1956 budget. We do have about the full 25 percent 
in the 1957 budget, and it has been allowed. 


BASIS OF HOUSE REDUCTION 


Senator DworsHak. That was the basis of the House deletion 
was it? 

Mr. Woozuey. They feel that we cannot expeditiously use this by 
the Ist of July. 

Senator Dworsuak. Did they not feel that the $2 million would b 
made available in the 1957 fiscal year and you oh agrg could not 
accelerate to that extent in the current fiscal year; but, actually, you 
contend that you can. 

Mr. Woozirey. We may not be able to spend the full $2 million 
by the Ist of July but we can move our programs ahead in 1956 and 
set up some other roads to utilize this in 1957. 

We can actually use the money to good advantage. 

Chairman Haypen. If we appropriate the money, then it will no 
be paid to the counties? 

Mr. Wooz.ey. That is correct. 

Chairman Haypen. It seems to me that there is everything to b 
gained by making this appropriation because, if we do not make it, 
the money is paid out of the Treasury of the United States to these 
counties, whereas, if we do make the appropriation it is available for 
the access road program. I think everyone agrees that an adequate 
access road system is necessary in order to maintain sound manage 
ment of these lands. 

Mr. Wooztey. That is entirely correct. 
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DAMAGE TO EXISTING ROADS 


| would like to poimt out one other factor. The unusually heavy 

rainfall this last spring has caused considerable damage to the existing 
ae: It is estimated at $600,000 now. With the consent of the 
Secretary, We can use some of this $2 million if it were appropriated 
by this committee for chis restoration of roads that are now tempo- 
rarily blocked. 

Some of the bridges have been washed out, some of the culverts, 
and in fact some sections of the road. It is holding up some of our 
timber sales. 

If we are required to use the money we have already programed to 
rehabilitate those roads, it is going to slow us down. This is something 
we did not know when we appeared before the House on the supple- 
mental. 

Cnairman Haypen. Are there any further questions? 

Sepator Dirksen. Will there be any timbering operations in this 
area if roads are not in passable shape? 

Mr. Wooztey. I think the operators themselves will put in a tempo- 
rary road system there, patch them up some way to get across them, 
but permanent repairs will have to be made before we can get into 
full operation. Only those who might have to close their mills down 
would spend their own money to put these Government roads back 
into operation. 

| think there will be some that will be restored, but I think our 
whole program of operations depends on getting the amount necessary 
to restore the roads to their standard. 


PARTICIPATION FROM PRIVATE SOURCES 


Senator Dirksen. There is no participation from private sources 

Mr. Wooztrey. Not on these particular roads; no, sir. 

We do have cooperative agreements with certain road builders but 
not on these. 

Senator DworsHak. How long will it take to completely salvage 
the blown-down timber in that area 

Mr. Wooziry. That will take several years because you cannot go 
in to take the dead trees alone. In order to make it profitable, you 
have to take as high as 60 to 70 percent green timber so that I would 


say, roughly, the blow-down that we have now might require 10 years. 


FIRE HAZARD 


Senator DworsHak. Is there a serious fire hazard in that area? 
Mr. Wooz.ey. There is, although that is not a high hazard fire area. 
lt is pretty moist there. It has about 6 or 8 weeks each vear when it 


gets pretty bad. 


Chairman Haypen. Are there any further questions? 
If not, we thank you, sir. 
Mr. Woozitey. Thank you. 
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STATEMENT OF CONGRESSMAN YOUNG 


Chairman Haypen. I would like to have included in the record , 
statement by Representative Young, of Nevada, in which he requests 
the committee to restore the House reduction. 

(The statement referred to follows:) 


STATEMENT OF Hon. Cuiirr YounG, REPRESENTATIVE AT LARGE, NeEvap, 


My name is Cliff Young. I am Representative at Large from the State of 
Nevada, and I wish to speak on behalf of the recent requests of the Bureau of 
Land Management in the second supplemental appropriations bill. 

In Nevada—which is nearly 88 percent public domain—the Bureau of Land 
Management is responsible for our largest area. 

At the present time, Nevada is the fastest-growing State in the Nation, and th 
pressure upon the public domain is increasing daily. We are particularly aware. 
consequently, of the need for proper and efficient management by the Bureau of 
Land Management, and of the sound financial wisdom in providing this revenue- 
producing Bureau with adequate staff and facilities. 

The Bureau of Land Management request for fiscal year 1957 for management 
of lands and resources would provide approximately $1,370,000 for expenditure 
within the State of Nevada. The most substantial increase would be in the actiy- 
ity ‘‘Lease and disposal of lands and minerals’’ where it was planned to place 
approximately 15 people, including a full-time hearings officer. These persons 
would be employed principally to reduce the backlog of cases pending in the land 
office and make the required field examinations. Under the House cut, it will 
be necessary to eliminate 4 positions, that of the hearings officer, 2 stenographers, 
and a records clerk. It would also be necessary to eliminate a forester’s position 
which had been plan: ed in the original request. 

Funds were requested in the second supplemental for 1956 to place these people 
on the rolls before the end of the fiscal year and to procure the necessary equipment 
to place them in the field. In the management of resources, it is my opinion that 
we are extremely foolhardy to attempt to operate on a fiscal-year basis. Funds 
become available right in the middle of the field season and by the time new per- 
sonnel are hired, trained, and oriented, the actual time which they can produce 
effective work is nearly gone. The House allowance of $800,000 included $581,700 
for the pay act increase, $180,000 for costs of fire fighting, and only $38,300 for 
regular operations. This would not permit any additional action before July | 
and delay field operations to a dangerous extent. 

If the request for restoration is granted, there is a good chance to close 11,000 
cases with receipts of $1.5 million. 

It is my respectful and sincere hope that the Senate will see fit to make this 
investment not only in the preservation and development of our natural resources, 
but in sound financial practices. 


LETTER FROM SENATOR MORSE 


Chairman Haypen. I have received a letter from Senator Morse 
in which he expresses his concern over the action of the House in 
regard to funds for the Bureau of Land Management and the Forest 
Service. This letter will be included in the record. 

(The letter referred to follows:) 

UnirTep States SENATE, 
COMMITTEE ON FOREIGN RELATIONS, 
March 21, 1956. 
Hon. Cari HaypbeEn, 
United States Senate, 
Washington 25, D. C. 

My Dear Senator: The House action on H. R. 10004, the second supplemen tal 
appropriation bill, 1956, as it relates to the Bureau of Land Management and 
Forest Service causes me a great deal of concern. 

The BLM requested $2 million for the item “Construction, timber access 
roads.” This was struck by the House. The result, as we both know, will be 
that the $2 million will automatically be paid by the Federal Government to the 
counties as an in-lieu payment. The Government saves not 1 cent thereby. 
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Even if there were an alleged saving involved in the deletion of the item, I would 


> feel impelled to protest because these access roads bring back every penny spent 


on them. ‘ 
The action requested by the Bureau of Land Management was merely in the 
nature of a transfer of funds from payments to counties to access roads construc- 


| tion. The BLM was requested to do this by the O. and C. County Association 


and by me, and Secretary McKay then made the request. This access road 
money is vitally needed and its appropriation does not cost the Government 
icent. I urge complete restoration. 

[ also protest the action in reducing the $1,681,700 requested for management 
of land and resources, BLM, to $800,000. This is a reduction of over 50 percent 
in the funds requested to speed up timber sale and other public land work on an 
item which both you and I called on Secretary McKay to act. It is possible that 
the delay in presentation and enactment may mean that slightly less funds can 
be effectively used, but I think that the maximum that can be wisely spent should 
be appropriated. 

I am disturbed at the House action in cutting $300,000 from the Forest Service. 
Here, again, let me say that the availability of funds will enable the Forest Service 
to recruit personnel for their rapidly expanding program, arrange for aerial photo- 
graphs and other matters in connection with a speeded-up inventory and harvest 
the maximum amount of fire-killed and blown-down timber lost in the catastrophic 
fire and floods we have recently experienced. 

I know that the $2 million for constructing BLM access roads is necessary, and 
can and will be properly used. Since it is really money due the O. and C,. coun- 


' ties, no saving accrues by not directing its use to access roads. I urge that at 


least $1,400,000 be allowed for the management of lands and resources for the 


» BLM. I further urge that the Forest Service be given at least $400,000 of the 


$500,000 requested for timber management. I understand that the balance of 
the Forest Service request is a routine one covering authorized pay act increases 
and fighting forest fires. 

] know I need not emphasize the importance of these programs to you but I do 
want to let you know that I will support your favorable action on these vital appro- 
priations. Please call me if I can be of assistance. 

Sincerely, 
WayNE Morsz. 
Bureau or INDIAN AFFAIRS 


STATEMENTS OF SELENE GIFFORD, ASSISTANT COMMISSIONER 
FOR COMMUNITY SERVICES; E. J. UTZ, ASSISTANT COMMIS- 
SIONER FOR RESOURCES; AND FRED H. MASSEY, ACTING AS- 
SISTANT COMMISSIONER FOR ADMINISTRATION, BUREAU OF 
INDIAN AFFAIRS 


EDUCATION OF INDIAN CHILDREN 


Chairman Haypen. Next is the Bureau of Indian Affairs. 
The House allowed the supplemental estimate of $1,871,000 for 


| education and welfare services. Of the total, $1,350,000 is to cover 


the increased pay costs enacted by Congress, and $521,000 to meet 
the responsibility of the Federal Government for the education of 
Indian children in the various State public school systems. 

The justifications will be included in the record. 

(The justifications referred to follow:) 
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DEPARTMENT OF THE INTERIOR 
BuREAU OF INDIAN AFFAIRS 


Education and welfare services 


Request for 12 months from July 1, 1955 
Appropriation to date___- 

Obligations to Dec. 31, 1955_ _- 
Expenditures to Dec. 31, 1955 

Budget estimate next fiscal year 


Employment: 
Average number, current appropriation 
Number involved this estimate_ 
Actual employment 


PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


1956 


$1, 871, 000 
<a 2 764, 995 
23, 491, 013 
17, 785, 734 
50, 700, 000 


5, 439 


This proposed supplemental appropriation is necessary to meet increased costs 
of Indian education under Johnson-O’ Malley contracts with the States, and for 


pay increases under the act of June 28, 1955 (Public Law 94). 


Senate Report No. 1094, dated July 22, 1955, directed the Department of the 
Interior to review its contracts with the States under the Johnson-O’ Malley Aet to 


determine the amount of additional funds required to meet the responsibility of 
the Federal Government with respect to the education of Indian children, 


study has been completed and $521,000 of the above amount is for this purpose, 
The remaining $1,350,000 is needed to meet increased pay costs. 


Program and financing 


In budget 


PROGRAM BY ACTIVITIES 


. Educational assistance, facilities, and services -.-.- $38, 271, 
2. Welfare and guidance services ; 3, 792, 
3. Relocation services 1, 018, 

. Maintaining law and order___---- scaegaid a 420, 


Total obligations__- i iliesicreate ‘ ac 43, 502, 2 
FINANCING 


Contract authorization (48 U. 8. C. 50d-1)-.__---- aoe —420, 
Applied to contract authorization (48 U. S. C. 50d-1) Sees 307, 


Appropriation (adjusted) ae 
Proposed supplemental due to pay increases - - - - 1, 624, 700 


Revised 
estimate 


Difference 
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as 


Obligations by objects 


tact claasificati Revised 
Object classification { In budget | estimate Difference 


rota) number of permanent positions. saan 5 5, 686 
Full-time equivalent of all other positions. __ - . 70 
,yerage number of all employees 5, 439 
Number of employees at end of year. .__...-.-..-.--- per 5, 600 | 


)) Personal services: 
Permanent positions. -- 322, 269, 96] 261 —$274, 700 
Positions other than permanent 193, 847 ¥3, 847 ul 
Regular pay above 52-week base 45, 54] 5 641 
Payment above basic rates 456, 714 56, 714 


Total personal services jcniibcaaicit 22, 966,063 | 22, 691, 363 | — 274, 700 


“se 


Travel aekeaienascs 894, 101 894, 101 
lransportation of things_...-.-- i Sees 512, 300 


Communication services_...........- wisi 299, 225 
Rents and utility services...................- ao re 655, 600 
Printing and reproduction __ __- oben iii 18, 600 
Other contractual services eB ‘ zs 3, 715, 333 
Services performed by other agencies__-. 2, 826 
Supplies and materials_-._..........- pian 6, 400, 189 
Equipment 682, 306 . 
Lands and structures ig { 694, 5 s 
Grants, subsidies, and contributions : 7 | 7 8, 116, 882 +6521, 000 
Taxes and assessments. -- - ae 29, 540 29. 5 


Subtotal od Sele | 44, 466, 465 , 712, 765 +246, 300 
duct charges for quarters and subsistence eae is 964, 265 964, 26 


otal obligations lianas 43, 502, 200 3, 748, 500 +246, 300 


Average salary and grade 


{ 
| Actual, 1954 | Estimate 


1956 


— ene eo - 


Average salaries and grades: 
General schedule grades: 
Average salary 
Average grade taudSivicw abhi s G8-4.1 
Ungraded positions: Average salary _--. z $3, 367 


| 


JUSTIFICATION 


State contracts, increase $521,000 


Page 27 of the Senate Report No. 1094 dated July 22, 1955, on the supple- 
mental appropriation bill for 1956 states: 

“The committee has been advised that the funds appropriated in the Depart- 
ment of the Interior and Related Agencies Appropriation Act will be insufficient 
to meet the needs of all the States receiving funds for the education of Indian 
children under the Johnson-O’ Malley Act. The committee directs that the 
matter of aid to States and school distriets be studied to determine the amount 
of additional funds that are necessary to meet the responsibility of the Federal 
Government with respect to the education of Indian children, and that a supple- 


mental estimate for such an amount be forwarded to the Congress through the 


Bureau of the Budget for consideration early in the next session.” 
In accordance with this directive the Bureau of Indian Affairs made a survey 


to determine the adequacy of funds now available for the Johnson-O’ Malley 
contracts. 
State plans have now been developed jointly by State and Bureau representa- 
tives to meet the individual need of each State participating in funds and the 
Johnson-O’ Malley Act. These plans have been developed within the policy 
endorsed by the Congress set forth in Senate Report No. 1941, 8lst Congress, 
session. It encompasses a flexible program to meet hardship situations and 
le realities of widely divergent public school finance systems in the various 
rhe State plans are related to these varving methods of school finance 


Sand the impact upon the individual school districts of Indian enrollments and 
| the presenee of tax exempt Indian-owned lands within the district boundaries. 
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Based on the formal State plans various States are entitled to additional fungs 
as set out in the table which follows: 


| 


Presently available 1956 


Revised | Diffe 
stimate ren 
Number estimate ce 


pupils Amount 


Aberdeen: 
ee Een $114, 200 $157, 200 +$43 oy 
0 SSE ee eee 130, 100 145, 100 , 
South Dakota__- . 320, 000 379, 260 | 

Billings: Montana--_-_------- TSLGY 2 EES owl 2, 400, 800 400, 800 

ne a ES oS a tnenebece ene ‘ 2, 329, 600 599, 070 

Juneau: Alaska jaseks=bee 338, 780 364, 980 

Minneapolis: 
Minnesota Se eat eteeael ‘ 300, 200 300, 200 |__. 
DN en aaath atokr email Saige 230, 000 | 280, 000 +450. 0m 

Muskogee: Oklahoma... | , 386, 400 441, 400 

Phoenix: 
Rin ciwicvs vein neweckebaeeb ie axews , , 086, 756 , 279, 965 
California on aeeeeE wae piece ‘ 154, 750 150, 000 | 
Nevada. --- 168, 700 175, 800 

Portland: | 
i aiek, ble Steele dacinseens email oxaee | . 132, 200 | 126, 725 
Oregon aa | 70, 500 | 70, 500 |__- 
Washington 164, 700 175, 000 +10, 30 


+15, 


+59, 260 


+269, 47) 


26, W 


+55, 0% 





Totel..... ssi Sicha i iei liad KieibbeialiGapeooaral 4, 327, 686 5, 046, 000 +718, 314 
Less anticipated savings in local contracts__-_--- lames Li Ssowbnbectatlsecassnaosees —197, 314 


Supplemental appropriation ' | 521, 00 








Pay increase costs, increase $1,350,000 


This estimate is based on reports obtained from field offices based on employ- 
ment and payroll cost experience for the first half of the fiscal year. These esti- 
mates have been analyzed and have been found to be realistic. These estimates 
are based on an average payroll of $741,730 per pay period and an average employ- 
ment of 4,157 positions which are subject to the Pay Act. The estimated amount 
required to meet the pay act increase in this appropriation is $1,350,000. This 
amount compares with $1,624,700 included in the 1957 budget estimate. 

! An analysis of the programs under this appropriation does not offer any possi- 
bility of absorbing this increased cost. without reduction in the normal programs 
now in operation. Full account has been taken of various categories of saving 
by a reanalysis of the operating programs and the pay increase cost on a current 
basis. This request represents a reduction of $275,000 under the budgeted esti- 
mate of $1,624,700 included in the 1957 estimate which reduction in 1956 is possible 
because of delays in filling newly established positions and vacancy savings. In 
addition, increased cost due to the increase in the per diem rates is being absorbed. 


REVIEW OF STATE CONTRACTS 


Chairman Haypen. As I recall, this committee in its report on the 
Supplemental Appropriation Act, 1956 directed you to review the 
various State contracts for the education of Indian children, and t 
submit a supplemental estimate for the additional funds required 
Is this estimate the result of that directive? 

Mr. Massey. That is correct, sir. We have made such a survey. 

This survey has been completed and it has been determined that 
an additional amount of $521,000 is required to meet the Federal 
Government’s obligation for the Indian children that are attending 
public schools in the various States. 


PREPARED STATEMENT 


Commissioner Emmons and Mr. Greenwood are out of the city 
and unable to be here. I have a prepared statement which I would 
like to present for the record. 
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Chairman Haypen. You may include that statement in the record. 
(The statement referred to follows:) 


SraTeEMENT BY Frep H. Massey, Actine Assistant CoMMISSIONER, BUREAU 
or INDIAN AFFAIRS, DEPARTMENT OF THE INTERIOR 


Mr. Chairman and members of the committee, I am happy to have the 
opportunity of appearing before this committee in connection with supplemental 
appropriations for the Bureau of Indian Affairs. 

Our original request to the House committee was for an additional amount of 
$1,871,000 for the appropriation for “Education and welfare services, Bureau 
of Indian Affairs’ for fiscal year 1956.. $1,350,000 of this amount is for pay 
increase cost in accordance with Public Law 94. 

The balance of $521,000 of the request represents the additional amount 
needed in fiscal year 1956 to meet the needs of the various States receiving funds 
for the education of Indian children under the Johnson-O’ Malley Act. Senate 

teport No. 1094, dated July 22, 1955, on the supplemental appropriation bill 
for 1956 directed the Bureau to ‘make a a survey to determine the adequacy of 
funds now available for these contracts. This survey has been completed and it 
has been determined that additional funds in the sum of $521,000 are necessary 
to meet the responsibility of the Federal Government with respect to the education 
of Indian children attending public schools. 

The House committee has allowed our entire request of $1,871,000 for these 
yurposes. 

In tl the Senate amendment before you, we are requesting an additional amount 
of $129,000 and authority to purchase 38 passenger motor vehicles in addition 
to those heretofore provided. These vehicles will be large school buses for trans- 
portation of schoolchildren and will replace 46 buses on loan from the Depart- 
ment of Defense. The Department of Defense has requested the return of these 
buses by July 1, and our school operations will be seriously interrupted if replace- 

ments are not obtained. 

In another Senate amendment under our construction appropriation, we are 
requesting an additional amount of $240,000 to cover the cost of the repair and 
rehabilitation of irrigation facilities and buildings and utilities damaged by flood 
conditions on the Pacific coast during the past winter. Damage to Indian Service 
facilities such as roads, irrigation works, and buildings and utilities is estimated at 
$800,000, but this request is limited to the amount which cannot be absorbed out 
of current funds. 


MENOMINEE INDIAN RESERVATION 


Senator Ronertson. Mr. Chairman, although we have only one 
very small tribe of Indians in Virginia and we never hear anything 
from them and they seem to get along pretty well, I have been very 
sympathetic to the situation “of the Indians in those States where 
there are a number of them. 

In 1946 I visited the Menominee Indian Reservation in Wisconsin 
and | found that, through scientific management of that timber 
resource, they were in good shape and were supporting themselves. 

The chairman will recall that I have gone along pretty well on all 
the appropriations for the Indians that have been before us for the 
last 9 years but, unfortunately for me, every time we raise the appro- 
priation for the Indians, I get a lot of letters from various people in 
Virginia saying, “We have not done half enough. We are just 
neglecting the Indians.” 


PURCHASE OF PASSENGER MOTOR VEHICLES 


We have a budget here for the Indians and I notice that they want 
us to amend this to buy 38 passenger motor cars. Is that for the 
benefi it of the Indians or for the benefit of somebody else? 

Mr. Massey. Those are school buses, Senator. We had on loan 
from the Department of Defense 46 buses, the Department of Defense 
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has requested the return of those buses by July 1, which will leave ys 
without transportation for schoolchildren w here. they are attending 
on a daily basis. 

Senator Roprertson. Those are not to facilitate the transportation 
of Government employees? These are for the Indians? 

Mr. Massey. Yes, sir; for the Indian children. 

Senator Rosertson. Do you know who puts out this statemen 
from time to time: That, no matter what we appropriate for th» 
Indians, it is never enough? 

Does your Bureau do that? 

Mr. Massey. No, sir. 

Senator Rosertson. That is all, Mr. Chairman. 


SCHOOL BUSES 


Chairman Haypen. Let us develop this school bus matter a litt) 
more. 

Why did you borrow these buses from the Department of Defense’ 

Mr. Massry. We learned that the Department of Defense had 
buses that they were willing to loan to us. Instead of buying the 
buses, we made the arrangement with the Department of Defense to 
use 46 buses. We did that with the understanding that it was on a 
year’s basis. 

When we renewed the agreement after the first year, we felt that w 
would have use of these buses indefinitely. ace om Defense 
Department requested the return of those buses in January of 1956 

The Department of the Interior was able to get them to let us keep 
them until July 1. Now we need the buses for the schools by next 
September. 

Senator Toyz. Where are these buses located now? 

Mr. Massey. They are in several places, Senator: in Arizona 
Oklahoma—about 3 or 4 States. 

Senator Toye. Did you pay rental on those buses? 

Mr. Massey. No, sir. 

Senator Toye. They were just given. Did you keep them in good 
repair? 

Mr. Massey. Yes, sir. 

Senator Dirksen. What does the Department of Defense expect to 
do with these buses when they are returned? 

Mr. Massey. | understand that they are reactivating some of their 
units from where these buses were loaned and that they need the 
return of the buses. 

Chairman Haypen. It has been customary to borrow equipment 
from the Department of Defense in many instances, as I understand it 

This was included in Senate Document No. 105, which includes au 
estimate of $129,000 for the purchase of new buses. The House dit 
not consider this estimate. 

The justifications will be included in the record. 

(The justifications referred to follow:) 
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BUREAU OF INDIAN AFFAIRS 
EDUCATION AND WELFARE SERVICES 


(House hearings, none) 
Appropriation 1956 : 3 $41, 764, 995 
Supplemental estimates ; 2 000, 000 
House allowance : : 1, 871, 000 
Additional amount requested 129. 000 


(p. 16, line 4) 
AMENDMENT. REQUESTED 
Page 16, line 4, strike out ‘$1,871,000’ and insert in lieu thereof: “ineluding 
the purchase of thirty-eight passenger motor vehicles in addition to those here- 
tofore provided, $2,000,000.’ 
HOUSE REPORT 


This estimate for the Bureau of Indian Affairs was submitted to the Senate 
(S. Doe. No. 105); therefore, no consideration was given to this item by the House. 
JUSTIFICATION 


The amendment provides an additional $129,000 which is distributed to activi- 
ties as follows: 


Supplemen- 
tal estimate, 
1956 


Additional 
amount 
requested 


1956 appro- 
priation 


House 
allowance 


}. Edueational assistance, facilities, and serv- 
ices $36, 644, 995 $1, 893, 400 $1, 764, 400 $129, 000 
2. Welfare and guidance ser vices- -- 3, 740, 000 50, 500 50, 500 
Relocation ser vices 980, 000 36, 400 36, 400 
4. Maintaining law and order _- 400, 000 19, 700 19, 700 


Total ; - , 764, 995 2, 000. 000 1, 871, 000 129, 000 


A breakdown of the restoration requested by objects of expenditure follows: 
09 Equipment ----_- ee SAT ee het ie _. $129, 000 


In 1955, the Bureau obtained 46 large buses from the Department of Defense 
to be used for transportation of schoolchildren. These buses, ranging in size 
from 28 to 37 passengers, were obtained on loan for a period of 1 year, and the 
loan period was subsequently extended. The buses were assigned to various 
schools in the conduct of the Bureau school program. 

At the time of the extension, the Bureau had reason to believe that the buses 
would be available indefinitely, and it was on this assumption that the 1957 esti- 
mate was prepared. 

In January of 1956, the Department of Defense requested the return of all 
16 buses within 10 days. The Bureau could not comply with this request without 
seriously interrupting school operations and appealed to the Department to inter- 
cede on its behalf. Fortunately, the Department was able to obtain an extension 
of the loan through the current school year, but the buses are to be returned on 
July 1, 1956. 

It is essential to the school program to have 38 replacements for these 46 buses 
by September 1, 1956. A procurement period of 120 days makes it imperative 
that funds for their purchase be available not later than May 1, 1956. 

The average cost of the buses is estimated at approximately $3,400 each. 


DEPARTMENT OF DEFENSE BUSES 


Senator Tuyr. Mr. Chairman, it is hard for me to understand how 
the Department of Defense is expanding itself to such an extent that 
they need to recall these buses. If some of their units have depreci- 
ated and deteriorated to the point where they must be junked or 


74919—58—_20 
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scrapped, that might be the answer, but otherwise, I think that yw. 
should have a complete report relative to whether there are any idle 
buses standing deteriorating somewhere, because it does not seem 
consistent with good fise ‘al management if we have buses parked 
somewhere or if “they reactivate these and let these be parked to 
deteriorate and then we appropriate the funds to permit the ac quiring 
of buses to operate in this school area 

I think that this should be gone into and taken up with the Defense 
Department to find out just what the inventory of these buses is and 
whether there are buses that are going to stand in some parking lot 
and deteriorate while we are appropriating funds to buy some buses 
for the school district. 

I think that a report is necessary here. 

Mr. Massry. We did prevail upon the Department of Defense to 
let us keep the buses until next July 1. 

I believe that the Bureau of the Budget perhaps made some inquiry 
into the situation. 

Chairman Haypen. Senator, I will have the staff look into that. 

Senator Taye. Good. I think it would be good practice. 


COST OF BUSES 


Senator Dirksen. Where can you get a bus to accommodate 37 
passengers for $3,400? 

Mr. Massey. We went to General Services Administration for the 
cost of the buses before we submitted this item, and they tell us that 
we can buy these buses for that amount. 

Senator Dirksen. Do they have any spare buses in inventory? 

Mr. Massry. They say they have not. We inquired of the General 
Services Administration about any surplus buses that they might 
have, or know about. 

CONSTRUCTION 


Chairman Haypen. We have another supplemental estimate, 
Senate Document No. 105, which includes an estimate for $240,000 
for construction. This estimate was not considered by the House. 

The justifications will be included in the record. 

(The justifications referred to follow:) 


BUREAU OF INDIAN AFTFAIRS 
CONSTRUCTION 


(House hearings, none) 


Appropriation, 1956 $7, 979, 003 
Supplemental estimate 240, 000 


(P. 16, after line 4) 
AMENDMENT REQUESTED 
Page 16, after line 4, insert the following: 
“CONSTRUCTION 


“For an additional amount for ‘Construction’, $240,000, to remain available 
until expended: Provided, That the funds herein used for "restoration of Indian 
irrigation facilities shall be nonreimbursable.” 
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HOUSE REPORT 


This estimate for the Bureau of Indian Affairs was submitted to the Senate 
S. Doc. No. 105); therefore, no consideration was given to this item by the 
House. 

JUSTIFICATION 


The amendment provides an additional $240,000 which is distributed to 
activities as follows: 





1956 appro- | Supplemental 
priation estimate, 1956 





1, Buildings and utilities : $5, 273, 027 $38, 000 

9, Irrigation 2. 705, 976 | 202, 000 

, 979, 003 | 240, 000 
| 





A breakdown of the restoration requested by objects of expenditures follows: 


01 Personal services $140, 000 
02 2, 000 
03. Transportation of things 3, 000 
Ot, apne os Gace eno cbwe cde ue esuwn one 500 
OF > Ce II on on So en ee oe ic eee ech cece 5, 000 
08 Supplies and materials 86, 500 
09 Equipment 3, 000 


240, 000 
Abnormal precipitation, together with high temperature during the month of 
December 1955, resulted in fast and heavy runoff on all watersheds in the Phoenix, 
Portland, and Sacramento areas, causing high waters, flood conditions, and gen- 
eral disaster. Damage to Indian Service facilities such as roads, irrigation works, 
and buildings and utilities is estimated at $800,000. However, it is proposed to 
absorb, out of the current funds, the cost of the repair and rehabilitation of these 
facilities with the exception of those involved in the rehabilitation of Indian 
irrigation works and buildings and utilities. The amount of $240,000 is to provide 
for the cost of repairing the irrigation facilities and buildings and utilities which 
cannot be absorbed. 
The following is a breakdown, by areas, of funds requested with a brief explana- 
tion of the need: 
Irrigation systems 
Phoenix area: 
Nevada agency: 
Pyramid Lake—Repairs to main canal, dyke, laterals, and 
$7, 000 
Washoe—Ditch repair at 4 locations 8, 000 
Portland area: 
Warm Springs: Warm Springs—General repairs due to heading 
washout, damage to diversions, erosion in canal banks, and 
removal of headgate silt 15, 000 
Yakima: Wapato—Complete destruction of lateral system on 1 
unit and extensive main canal and drainage canal damage on 
other units 92, 000 
Sacramento area: 
California agency: Miscellaneous systems—Repairs to irrigation 
facilities on various reservations 36, 000 
Hoopa area field office jurisdiction: Miscellaneous systems— 
Diversion and ditch repairs on various systems 44, 000 


Total, irrigation 202, 000 
BUILDINGS AND UTILITIES 
Portland area: Warm Springs agency—Repairs to water distribution 
Sacramento area: Hoopa—Reconstruction of domestic water supply -- 


Total, buildings and utilities 





306 SECOND SUPPLEMENTAL APPROPRIATION BILL, 1956 


FLOOD DAMAGE TO IRRIGATION FACILITIES 


Chairman Haypen. I am advised that this estimate is to cover th, 
cost of repairing damage to irrigation facilities that resulted from thp 
recent floods. Am I correct? 

Mr. Massey. Yes. 

Chairman Haypen. I notice the estimates include language {, 
provide that the cost of these repairs shall be nonreimbursable. Las; 
year there was extensive damage to the San Carlos project resulting 
from floods. How did you handle the repairs to the San Carlos 
project? 

SAN CARLOS PROJECT DAMAGE 


Mr. Massey. We made some reprograming of our existing money 
and were able to repair the flood damage on the San Carlos withou; 
coming to the Congress for additional appropriation. 

However. we feel that it is only fair that that money be made 
nonreimbursable. We are not asking for any funds here for that 
purpose. We are merely asking for language in the appropriations 
act to make the funds nonreimbursable to the project. 

Chairman Haypenx. Would you provide the committee language 
to place in this bill so the charges on the San Carlos will be nonreim- 
bursable, just as the budget estimate provides for those projects that 
suffered damage this year? 

Mr. Massey. I will do that, sir. 

Chairman Haypen. Thank you. 

(The information referred to follows:) 


Page 16, after line 4, insert the following: 


“CONSTRUCTION 


“For an additional amount for ‘Construction’, $240,000, to remain available 
until expended: Provided, That the funds herein used for restoration of Indian 
irrigation facilities shall be nonreimbursable: Provided further, That not to exceed 
$54,000 used for emergency reconstruction, replacement or repair of the San Carlos 
irrigation facilities damaged or destroyed by flood and storm in 1956 shall be non« 
reimbursable.” 


Chairman Haypren. Are there any further questions? 

Senator Dirksen. I have no questions, but, in addition to an in- 
quiry to the Defense Department, Mr. Chairman, I thought an 
inquiry might also be directed to the General Services Administration 
on that bus angle. 

Chairman Haypen. We will do that. 


GEOLOGICAL SURVEY 


STATEMENTS OF ARTHUR A. BAKER, ASSOCIATE DIRECTOR; 
CARL G. PAULSEN, CHIEF HYDRAULIC ENGINEER; AND FRED 
E. STEARNS, BUDGET OFFICER, GEOLOGICAL SURVEY 


SURVEYS, INVESTIGATIONS, AND RESEARCH 


Chairman Haypren. The House allowed the supplemental estimate 
of $1,650,000 for *‘Surveys, investigations, and research.”’ 

The estimate involves two items, namely: 1. Increased pay costs, 
$1,405,000; and 2. Rehabilitation of facilities damaged by floods. 
$245,000. 
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The justifications and any statements you desire will be included in 
the record. 
(The justifications referred to follow:) 


DEPARTMENT OF THE INTERIOR 


GEOLOGICAL SURVEY 

o) 

Last (H. Doe. 330) 

ting ; aye 

1] E Surveys, investigations, and research 
Os 


Request for 12 months from July 1, 1955__ ~~~ nd _. $1, 650, 000 
\ppropriation ke ere aaccenn #0)'G50, OOO 
Obligations to Dee. 31, 1955 ss a .» 14 130 387 
Ney Expenditures to Dee. 31, 1955- ae : 15, 319, 104 
out Budget estimate next fiscal year- : . = Sin, 31, 602, 000 


PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 
ade 


that \ supplemental appropriation of $245,000 is needed to meet the costs of a com- 
ons prehensive hydrologic survey of the floods of 1955 in northeastern United States, 
nd for rehabilitation of gaging station facilities damaged by the floods. The 
balance of the proposed appropriation $1,405,000 is required to meet pay increases 
ge granted by the act of June 28, 1955 (Publie Law 94). 
“m- 
hat Program and financing 


Presently Revised 
available estimate 


PROGRAM RY ACTIVITIES 
t obligations: 
lopographie surveys and mapping waders $11, 880, 000 $11, 880, 
Geologic and mineral resource surveys and mapping sca ccnadiaiit 5, 735, 000 f . 
Water resources investigations ‘ | 7, 4: 26, 000 7, 67 

$, Soil and moisture conser vation. pkdiccwis tees ptandpuiacis 105, 000 | 105, 
5. Classification of lands- wake 435, 000 | 435, 
able }. Supervision of mining and oil ‘and gas leases... - aa , 382, 000 | 1, 382, 
diar 7 or administration i ee sical 802, 000 802, 
r ) Special-purpose buildings ; i ates 350, 000 350, 

"cre 


trlos Total, direct obligations. - Seale 28, 115, 000 28, 360, 
mone mbursable obligations: 
1. Topographic surveys and mapping: 
(a) States, counties, and municipalities 
(6) Miscellaneous non-Federal sources- - 
(c) Bureau of Reclamation ‘ 
(d) Department of the Air Foree 
(e) Department of the Army 
(f) Department of Defense 
(g) Atomie Energy Commission 
(h) Miscellaneous Federal agencies 
ologiec and mineral resource surveys and mapping: 
States, counties, and municipalities 
(0) Miscellaneous non-Federal sources 
(c) Bureau of Reclamation 
(d) Defense Minerals Exploration Administration 
(¢) Department of the Army 
(f) Department of the Navy 
Atomie Energy Commission 
(hk) International Cooperation Administration 
(i) General Services Administration 
(j) Government Printing Office 
(k) Miscellaneous Federal agencies 
Water resources investigations: 
(a) States, counties, and municipalities 
(6) Permittees and licensees of the Federal Power Commission 
(c) Miscellaneous non-Federal sources 
(d) Bureau of Indian Affairs 
(e) Bureau of Reclamation 
(f) Department of the Army 
(g) Department of Agriculture_- 
(h) Department of State 
(i) Atomie Energy Commission 
(j) International Cooperation Administration 


(k) Miscellaneous Federal agencies- ‘ (awanddwoaese 314, 237 | 
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Program and financing—Continued 


PROGRAM BY ACTIVITIES—continued 


Reimbursable obligations—Continued 
5. Classification of lands: 
(a) Miscellaneous non-Federal sources. -_.---.--- 
(b) Miscellaneous Federal agencies 
6. Supervision of mining and oil and gas leases: 
(a) Miscellaneous non-Federal sources 
(5) Miscellaneous Federal agencies 


Total reimbursable obligations 
Total obligations 
FINANCING 


Comparative transfer “‘Conservation and development of mineral re- 
sources, Bureau of Mines” 

Unobligated balance brought forward 

Advances and reimbursements from other accounts 

Reimbursement from non-Federal sourres-.......-..--.---------- aaeedied 

Unobligated balance carried forward 

Unobligated balance no longer available-_..........-.....---..-.--.---.. 

Appropriation (adjusted) 

Proposed supplemental due to pay increase......--.--..----------------- 

Reappropriation 


Obligations by objects 





Presently 
available 


$1, 000 | 
4, 000 | 

900 | 
39, 100 | 
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Revised 
estimate 


$1, 000 


4, 000 


900 
39, 100 


20, 489, 600 | 


—75, 000 
—15, 678, 100 | 
—5, 336, 900 


26, 635, 000 | 
1, 405, 000 | 


20, 369, 600 


—15 , 678 cs 100 
on 216, 900 


26, SA 1, 000 
1, 405, 000 





Object classification 





SUMMARY OF PERSONAL SERVICES 


Total number of permanent positions 
Full-time equivalent of all other positions 


es Ter Oe NE nnn... cn nccnnnudsmencs<anntnsuccecceeuse 


Number of employees at end of year 


Average salaries and grades: 

General schedule grades: 
Average salary 
Average grade 


Personal services: 
Permanent positions 
Positions other than permanent 
Regular pay above 52-week base 
Payment above basic rates 


01 Personal services... 
02 Travel 
03 Transports ation of thir igs 
04 Communication services 
05 Rents and utility services 
06 Printing and re production 
07 Other contractual services 
Services performed by other agencies _ 
08 Supplies and materials __- -- 
09 Equipment ; 
10 Lands and structures__ 


Be SS EEE EASES RIEL, SETS ERE 


Subtotal 
Deduct charges for quarters and subsistence 


NE iii ccininiicinietaemnniminn csupiicaxeamendl sani 


REIMBURSARLE OBLIGATIONS 
Personal] services. --..-.-.------ iin 

Travel__- 

Transports ation of things 

Communication services 

Rents and utility services. --.-- 

Printing and reproduction 


Presently 
available 


130, 000 


21, 155, 000 
1, 765, 000 
205, 000 
245, 000 
295, 000 
410, 000 
1, 030, 000 
535, 000 

1, 419, 900 
965, 000 
300 

100, 000 
28, 125, 200 
10, 200, 





28, 115, 000 


2) 180, 000 | 


36, 505, 000 | 


tevised 
estimate 


3, 970, 000 
2, 265, 000 
130, 00 


36, 590, 000 


335, 000 
, 798, 000 
205, 000 
245, 500 


295, 000 
416, 500 

1, 032, 000 
535, 000 

1, 437, 900 
970, 000 
300 

100, 000 
28, 37 0, 200 
10, 200 


28, 360, 000 


15, 255, 000 
1, 205, 000 
156, 000 
180, 000 
125, 000 
297, 000 








-75, 000 
578, 100 
216, 900 


880, 000 
105, 000 


170, 000 
65, 000 
30, 000 


5, 000 
OS 000 


(37, 900 
70, 000 

300 
00, 000 


70, 200 
10, 200 
60, 000 


55, 000 
105, 000 
56, 000 
80, 000 
25, 000 
97, 000 
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Obligations by objects—Continued 


Presently Revised 


Object classification available | estimate 





REIMBURSABLE OBLIGATIONS—continued 


Other contractual services... -.....-.-.--.- pa eekA inated aes $800, 000 $794, 000 

Services performed by other agencies. --_-.--------- . ss 200, 000 200, 000 
Supplies and materials : ; : al ‘ 1, 325, 100 1, 315, 100 
Equipment : sh 760, 000 760, 000 
Lands and structures ; 2 an | 500 | 500 
Grants, subsidies, and contributions. __------ ¥. : 30, 000 | 30, 000 
Taxes and assessments ‘ 5 sai 55, 000 55, 000 


Subtotal. _--- Con | 20, 492, 600 20, 372, 600 
duct charges for quarters and subsistence - - - -- 3, 000 3, 000 


Total reimbursable obligations whee = 489, 600 20, 369, 600 


ete) BR 6 6 dks. sb Stina See ddano aceite enpnndneieee ‘ ol 48, 604, 600 48, 729, 600 


Average salaries and grades 


| 


| Actual, 1954 | Actual, 1955 Estimate, 


1956 








Average salaries and grades: 
General Schedule grades: 
Average salary 
Average grade. _-__- 


GEOLOGICAL SURVEY 
SURVEYS, INVESTIGATIONS, AND RESEARCH 


1, Pay raise, $1,405,000 

Supplemental funds are required to meet pay increases granted by the act of 
June 28, 1955 (Public Law 94). These funds are needed in order to maintain the 
current level of operations for fiscal year 1956 and to prepare for the increased 
programs proposed for fiscal year 1957. The 1957 programs have been developed 
to implement both the President’s national minerals policy and the new responsi- 
bilities in hydrology related to changes in national water policies. Failure to 
receive these funds would effect a reduction in the present scale of activities and 
retard initiation of the fiscal 1957 programs. 


2. Flood surveys and rehabilitation—Water resources investigations, $245,000 


Funds are requested to meet the costs of a comprehensive hydrologic survey of 
the floods of 1955 in Northeastern United States, and for rehabilitation of gaging 
station facilities damaged by the floods. 

These floods, which followed in the wake of Hurricanes Connie and Diane, 
caused great physical damage. Estimates of damages approach one-half billion 
dollars in a nine-State area. The floods in August were the highest ever recorded 
in many locations in Connecticut, Massachusetts, Rhode Island, New Jersey, 
Pennsylvania, and New York; lesser flooding occurred in Delaware, Maryland, 
and Virginia. One hundred and sixty-nine lives were lost. Subsequent floods 
in September and October affected parts of the area before the waters had receded 
to normal stages. 

Field surveys were begun during and immediately following the August floods. 
It was necessary to proceed on an emergency basis to collect all possible data 
while high water marks and other physical evidences of the floodwaters were still 
discernible. A complete investigation and report on this record-breaking flood 
will provide basic design data for water control and development projects, and for 
riverside structures. It will save many times its cost in providing a reliable 
approach to measures aimed at the control of future floods. The data presented 
will be invaluable to the “action agencies” in determining the effect of land-use 
practices, of reservoirs, and of levees and flood walls in the control of floods. 
rhis study will reveal the source and extent of the floodwaters, river by river, and 
will relate their discharges to rainfall producing them. Flood crests will be studied 
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and flood flows calculated at many ungaged locations such as highway crogsing« 
cities and sites of present or proposed river developments, as well as gaging 
stations. 

The cost of the flood alleviation and limited emergency repair work authorize, 
under the Federal Disaster Relief Act of 1950 and carried out by the Corps of 
Engineers amounted to $31,600,000. The flood surveys and rehabilitation fiyyq. 
requested in this estimate are insignificant, less than I percent, in compariso; 
to the costs of the emergency repair work. However, the information on riyer 
flows and stages to be obtained with these funds will be extremely valuable fo, 
planning and designing new river development projects which may well avert 
another such disaster. 

Flood surveys are a normal activity of the Geological Survey and its flood reports 
arein wide use. Surveys of ordinary floods are usually supported under the annual 
appropriations. Likewise, flood damage to gaging station structures is ordinaril, 
repaired under the regular appropriation. However, in the case of larger and more 
destructive floods, the costs are such as to require supplemental funds. Funds ¢ 
finance surveys and rehabilitation work related to the disastrous Columbia Rive; 
Basin floods in 1948 and the Kansas- Missouri River floods of 1951, were received 
from supplemental appropriations. 

Due to the emergency nature, it was imperative to initiate work at the earliest 
possible date, even at the expense of incurring a temporary backlog in regular 
programs by transferring personnel into the flooded area. As of November 30, 
1955, obligations for this flood work amounted to $188,000. This request of 
$245,000 is needed to finance the flood surveys and rehabilitation work and to 
maintain schedules on the regular planned programs. 


Flood surveys and report 


As of mid-December all field surveys have been completed and typing a pre- 
liminary report is nearing completion. This report will contain about 100 pages 
of text and provisional data for about 50 key stations for which most significant 
data were obtained. It is expected that the report will be available by ear! 
February. This will meet the urgent needs of the Corps of Engineers and other 
Federal agencies and the States concerned in making plans for alleviations of 
future floods. 

About 75 percent of the work has been completed on the final report. This 
will contain about 500 pages including all of the data in the preliminary report 
with data from additional gaging stations and supplemental sites in the area of 
most intense flooding and representative stations and supplemental sites through- 
out the entire nine-State flood area. The final report will include data on th 
subsequent smaller floods in September and October as well as more complete 
information in the form of hydrographs. flood profiles, flood routing studies, and 
flood frequency analyses. This report in the form of a water supply paper is 
expected to be completed in a draft manuscript about March and published i: 
the summer of 1956. It will provide a permanent record of the hydrology of 
the floods. 

It is estimated that $230,000 will be required for the field surveys, detailed 
analysis and preparation and publication of the reports. Of this, it is estimated 
that $50,000 can be absorbed in the funds regularly available for flood and drought 
surveys and for gaging station operation. Supplemental funds required, therefore. 
for adequate and comprehensive coverage in the collection and publication of 
data on this flood are estimated to be $180,000. 


Replacement and rehabilitation of gage structures 


It is estimated that a total of $75,000 will be needed for the rehabilitation of 
river gage structures and the instruments and equipment installed therein. ! 
this, it is estimated that $10,000 can be absorbed in regular program funds 
Thus, supplemental funds of $65,000 will be needed to restore the damaged 
facilities to a satisfactory operating condition. In general, only temporary 
emergency repairs have been made to date because of continued high water 
heavy engagement of personnel on flood surveys and office computations, and 
unusually severe early winter weather. It is expected that the major portio! 
of the rehabilitation will be deferred until more favorable weather and river 
conditions prevail, but every effort will be made to complete the work this fiscal 
year. 
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grpareMENT OF ARTHUR A. Baker, AssoctaTE DirEcToR, GEOLOGICAL SuRVEY 


Two events, unanticipated at the time the 1956 budget was submitted to the 

Congress, the Pay Raise Act of 1955 and the Northeast floods of August 1955, 
have made it necessary for the Geological Survey to request supplemental appro- 
priations for this fiscal year. 
* The pay raise has necessitated an increase of $1,405,000 in our funds. The 
total cost was $1,460,000; hence, we are absorbing $55,000. The Northeast 
foods of 1955 have resulted in an additional cost to the Survey, $245,000 of which 
cannot be financed from available funds. Supplemental appropriations in the 
total amount of $1,650,000 are requested. 

The supplemental funds are needed to maintain the programs for 1956 at 
approved levels that will provide an orderly transition to the accelerated programs 
of 1957. A reduction in staffing will otherwise be required; that would be most 
unfortunate in view of requirements for 1957. 

The greater demands for the Survey’s work are reflected in the 1957 programs 
which provide an increase of about 10 percent in the level of operations over 1956. 
The 1957 situation has been discussed at our regular hearing March 1. Next 
year’s work has been planned to meet some of the requirements set forth in the 
President’s national minerals policy and to make a start on the new responsibili- 
ties in water resources investigations which have been placed in the Survey. 

The floods in August 1955 were exceedingly destructive. They were also 
recordbreaking hydrologic events. Destruction and damage of Survey’s physical 
plant was experienced. The hydrology of these floods must be documented in 
order to provide the engineering data for corrective action in the form of flood 
control and floodplain zoning. The fieldwork had to be accomplished immedi- 
ately before ephemeral marks and records were obliterated, and the prompt 
preparation of engineering reports is an important sequel to the fieldwork. A 
preliminary report has already been issued. Work on the floods has been accom- 
plished, however, only at the expense of diversion of effort from other programs. 
Additional costs are involved in restoring these other programs to a current 
status. Funds provided by the States affected by the floods are being used to 
aid in the preparation of the reports and the repair of damages. 

Since making the request for supplemental appropriations, the disastrous 
flood of December 1955 in California and adjacent States has occurred. We are 
absorbing the cost of the additional fieldwork, physical damages, and report 
preparation. Beeause of this latter event, however, the needs for supplemental 
funds for the Northeast flood work is especially pressing. 


NEW ENGLAND FLOODS 


Chairman Haypren. Do you have some statement you would like 
to make about this? We will be glad to have it. 

Mr. Baker. I have no statement to make beyond the justification 
inthe record. We will be glad to answer any questions the committee 
may have. 

Chairman Haypren. Where did these floods occur? 

Mr. Baker. In the Northeastern States, including New England, 
and parts of New York, Pennsylvania, and New Jersey. 


DAMAGE TO GAGING STATIONS 


Chairman Haypen. These are gaging stations damaged by the 
floods and you had to replace them? 

Mr. Baker. The funds would be used for rehabilitation of the 
stations. Also to obtain measurements of the flood; getting prompt 
information on the height, the sources, and the routings of the flood, 
and assembling the data and reports that will be made available for 
guidance in future development and flood control on those streams. 

Chairman Haypen. Are there any questions? 

Senator DirKsEN. In addition to the pay raise, you allocate 
5245,000 for that purpose? 





312 SECOND SUPPLEMENTAL APPROPRIATION BILL, 1956 


Mr. Baker. For the floods in the Northeastern States; yes, sir, 

Senator Dirksen. How much of that $245,000 goes to rehabilita. 
tion of physical structures and how much to surveys? 

Mr. Pautsen. The amount for rehabilitation is $65,000. 

Senator Dirksen. So that $180 thousand in the bill is used fo 
surveys and data, and so forth? 

Mr. Baker. Yes, sir. 


COOPERATION WITH CORPS OF ENGINEERS 


Chairman Haypen. Is there any duplication with the work that 
the Army engineers have been doing there? 

Mr. Pautsen. No, sir. We have been working very closely with 
the Army engineers. As a matter of fact, the Corps of Engineer 
have helped us quite a bit in furnishing information, and actually 
in detailing people to help us out. 

The costs in this request that we are making only cover a part of 
the total cost because the-Corps of Engineers and some of the States 
helped us out in supplying information and manpower. 

Chairman Haypen. Then it is cooperation and not duplication? 

Mr. Pautsen. There is no duplication at all. 

Mr. Baker. That is right. 

Chairman Haypen. Are there any further questions? 

If not, we thank you. 


NATIONAL PARK SERVICE 


STATEMENTS OF CONRAD L. WIRTH, DIRECTOR; E. T. SCOYEN, 
ASSOCIATE DIRECTOR; THOMAS J. ALLEN, ASSISTANT DIREC- 
TOR; C. P. MONTGOMERY, FINANCE OFFICER; PAUL MILLER, 
CHIEF ENGINEER; HERBERT G. PIPES, BUDGET OFFICER, NA- 
TIONAL PARK SERVICE; AND HAROLD J. SPELMAN, DISTRICT 
ENGINEER, BUREAU OF PUBLIC ROADS 


JEFFERSON NATIONAL EXPANSION MEMORIAL, ST. LOUIS 


Chairman Haypen. We will take next the National Park Service. 

The House committee recommended the allowance of $3 million for 
construction for the Jefferson National Expansion Memorial in 
St. Louis. 

However, on the floor of the House the phrase “to remain available 
until expended” was deleted on a point of order on the ground that the 
authorizing act did not provide such authority. 

I understand that the Department is requesting this committee 
to restore this phrase to the bill. 


AMENDMENT AND JUSTIFICATIONS 


The formal amendment and justifications will be included in the 
record. 


(The justifications and amendment referred to follow:) 
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DEPARTMENT OF THE INTERIOR 
NATIONAL Park SERVICE 
(H. Doe. 352) 
Construction 


Request for 15 months from Apr. 1, 1956, to remain available until 

expended $3, 000, 000 
Appropriation to date 5, 425, 000 
Obligations to Jan. 31, 1956 4, 223, 953 
Expenditures to Jan. 31, 1956 6, 712, 265 
Budget estimate next fiscal year 13, 550, 000 


PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


To provide funds for carrying out purposes of the act of May 17, 1954 (Public 
Law 361, 83d Cong.), which authorized construction of an appropriate national 
memorial on the Jefferson National Expansion Memorial national historic site. 

The authorizing act specified completion of certain elements of the memorial, of 
which the preliminary work of relocating railroad tracks and structures, and grad- 
ing and filling, are a part. This estimate covers that portion of the work. 

The authorization for appropriation was not to be effective until the Director 
of the Bureau of the Budget had determined that receipts of the Government for 
the preceding fiscal year had exceeded expenditures, or the estimated receipts of 
the Government in the President’s budget for the next fiscal year are in excess of 
the estimated expenditures. The estimate could not be submitted as part of the 
annual budget estimates of the National Park Service until such facts had been 
ascertained. 

Program and financing 





Presently | Revised esti- 
available mate 


PROGRAM BY ACTIVITIES 


. Buildings, utilities, and other facilities $6, 521, 737 $7, 021, 737 
. Acquisition of lands and water rights: 


(a) Lands-.--- a 1, 739, 900 1, 739, 900 
py NS a bitieeid itp contig a bid bate ciomicnakinmalinin dncpiemaianstia 71, 586 71, 586 


ae seen elinincebe Gi aeeipwipsesNa bine 979, 199 79, 199 

. Roads and trails 452, 425 452, 425 

Total obligations ; 9, 764, 847 10, 264, 847 
FINANCING 


Unobligated balance brought forward J 3 —4, 339. 847 
Unobligated balance carried forward 2, 500, 000 


Appropriation | 5, 428 8, 425, 000 
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Obligations by objects 


Sa aie . Presently 
Object classification available 


Total number of permanent positions___- ; 5 208 
Full time equivalent of all other positions ....- 163 
Average number of all employees. -- ----- id Ske peesee res 244 | 
Number of employees at end of year-__----- 300 | 


01 Personal services: 
Permanent positions...-- chon eta : 145 | 
Positions other than permanent. -- ‘ 719 | 
Regular pay above 52-week base- : f =a 2, 219 | 
. 12, 479 | 
Total personal services-..-.--- ‘ . ‘ 1, 094, 562 
Travel__-- 74, 870 
Transportation of things__.----- 18, 290 
Communication services___- --- 8, 690 
Rents and utility services. --.- : , : sawn 87, 940 
Printing and reproduction. - = 7 ‘ ; via 7, 150 | 
Other contractual services- 610, 630 
Fupplies and materials_-_-_- 267, 600 
Equipment__- eas i 154, 355 | 
Lands and structures ‘ Sisto . : 7, 434, 030 } 
Refunds, awards and indemnities___.- i org ee 123 | 
Taxes and assessments___- ES . 6, 607 | 


9, 764, 847 10, 264, 847 





JUSTIFICATION 
CONSTRUCTION, JEFFERSON NATIONAL EXPANSION MEMORIAL 


The act of May 17, 1954, Public Law 361, 83d Congress, authorized the See- 
retary of the Interior to construct on the Jefferson National Expansion Memoria! 
National Historic Site, St. Louis, Mo., an appropriate national memorial to thos 
persons who made possible the territorial expansion of the United States. Th 
memorial to be constructed shall, in general, be in accordance with the pla 
approved by the United States Territorial Expansion Memorial Commission 
May 25, 1948. In accordance with the authorizing act, the memorial project is 
not to be undertaken until such time as an agreement has been reached, satis- 
factory to the Secretary of the Interior, providing for the relocation of the rail- 
road tracks and structures now situated on lands adjacent to Jefferson National 
Expansion Memorial National Historie Site between the boundary of the site 
and the river. 

The act authorized an appropriation of $5 million to complete certain elements 
of the memorial, specified as follows: (1) Railroad relocation $1,875,000 
(2) grading and filling, $1,125,000; (3) landscaping, $500,000; (4) paved areas 
utilities, and so forth, $900,000; and (5) restoration of Old Courthouse, $600,000. 
The funds authorized to be appropriated are to be expended by the United 
States for construction of the memorial in the ratio of $3 of Federal funds for 
each $1 of money contributed hereafter by the city of St. Louis or other no! 
Federal sources to utilize for purposes of the authorizing act. 

The authorization for an appropriation was not to be effective until such tim 
as: (1) The receipts of the Government for the preceding fiscal year have 
exceeded the expenditures of the Government for such year, as determined by 
the Director of the Bureau of the Budget; or (2) the budget submitted to 1 
Congress by the President under the Budget and Accounting Act, 1921, reveals 
that the estimated receipts of the Government for the fiscal year for which suc 
budget is submitted are in excess of the estimated expenditures of the Government 
for such fiscal vear 

All of these conditions have been met to permit proceeding with develop 
contemplated by the authorizing act. Through a memorandum of understanding 
of December 6, 1949, the railroads have agreed to the grades and alinement for 
relocation of tracks and structures. The city of St. Louis has its portion of t! 
funds available for the undertaking. The Federal budget estimates contemplate 
receipts in excess of estimated expenditures of the Government for the 15: 
fiscal year. 

This estimate of $3 million is requested to permit the initiation of the construe- 
tion program. It will provide $1,875,000 for railroad relocation and $1,125,000 
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tor orading and filling. This amount is only a portion of the total required. The 
rolance to complete the elements of the program that have been authorized will 
he included in estimates of future years. 


NATIONAL PARK SERVICE 
CONSTRUCTION 


(House hearings, pp. 248-256) 
priation 1956 sis tn a soa ase» Og eg 
nlemental estimate 3, 360, 000 
ouse allowance < 3, 000, 000 
dditional request ee oe 360, 000 


(P. 16, lines 11 and 12) 
AMENDMENTS REQUESTED 


1) Page 16, lines 11 and 12, strike out “‘$3,000,000”’ and insert in lieu thereof 
$3. 360,000,” the estimate, or an increase of $360,000 in the appropriation. 

9) Page 16, lines 11 and 12, after the figure “‘$3,000,000”’ insert the following: 
_to remain available until expended.”’ 


HOUSE REPORT 


The amount requested for addition to the bill was not considered by the House. 
Construction.—The budget estimate of $3,000,000 is reeommended for con- 

struction of the Jefferson National Expansion Memorial in St. Louis, Mo., as 
thorized by the act of May 17, 1954.” 


JUSTIFICATION 


Explanation of amendment (1).—The amendment increases the amount provided 
the Hovse by $360,000 which was requested in Senate Document No. 105. 


This amount is distributed to activities as follows: 








casei 
oe Appropria- |Supplemental, House allow- | Additional 
Activity tion 1956 estimate 1956 ance request 


Buildings, utilities and other facilities _ -_-- $4, 650, 000 $3, 360, 000 $3, 000, 000 | $360, 000 
Acquisition of lands and water rights_ 775, 000 }_- | i. 


5, 425, 000 3, 360, 000 3, 000, 000 | 360, 000 


| 
| 





4 breakdown of the proposed addition to the bill by objects of expenditure 
follows: 
01 Personal services = 4 ; as $152, 890 
02 Travel eet cat tater a , a : 360 
03 Transportation of things_---~- - - erent ear eetate 2, 375 
‘4 Communication services-__- --- ois ‘ 430 
05 Rents and utility services___- ee 220 
(7 Other contractual services _ _ - readied sheske ; 3, 540 
(08 Supplies and materials____------- espe 36, 025 
09 Equipment _- sii 5 aah ht 22, 820 


15 Taxes and assessments - ___ : ; 340 


Total etaicedte i a _... 360,000 


The amount of $360,000 submitted in Senate Document No. 105, as an addition 
to the House bill is requested to cover obligations already incurred and to be 
incurred in meeting costs of emergency repair, reconstruction and replacement of 
buildings, utilities and other facilities destroyed or damaged by floods in areas 

nistered by the Service during the winter of 1955-56. 

‘he unprecedented and widespread storms, principally heavy rains, in the 

fic coast area during the winter of 1955 caused disastrous floods, and resulted 
extremely heavy damage to all types of physical facilities in 9 areas adininis- 
tered by the Service in California, Oregon, and Washington. Heavy rains during 
the latter part of October and early November 1955 caused flood conditions in 


aC 
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Mount Rainier and Olympic National Parks with extensive damage to road, 
trails, bridges, dikes, revetments and an electric system. The rainfall during th; 
flood period from December 22—26 in the California area was recorded at 17.4] 
inches in Yosemite National Park. Total rainfall for the month of December Was 
29.78 inches, with a normal of 5.61 inches. These latter floods completely qo. 
stroyed or damaged, roads, trails, bridges, buildings and other structures; electric 
sewage and water systems; campgrounds, and other related facilities in Lassen 
Voleanic, Sequoia-Kings Canyon and Yosemite National Parks, and Millerton 
Lake, Muir Woods, Oregon Caves, and Pinnacles National Monuments. 

The costs for repair and reconstruction of roads and trails are to be met by the 
reprograming of presently available funds. : 

Because of the greatly expanded requirements for facilities and services to 
handle the unprecedented number of visitors to the areas, it is not possible to 
reprogram presently available funds to provide for these emergency repairs with. 
out seriously curtailing the construction of facilities now required to meet present. 
day needs. 

The type of facilities damaged and the amount applicable to each area follows. 


Area: Amount 
Lassen Volcanic, California $1, 505 
Millerton Lake, Calif 5, 200 
Mount Rainier, Wash 96, 545 
Oregon Caves, Calif 2, 600 
Sequoia-Kings Canyon, Calif 32, 550 
Yosemite, Calif 221, 600 


360, 000 


Type of facility: 
ee etna GAN CN MET ne eeeeee ae. 38, 400 
UCI EN ne eee mame gs 5, 950 
Electric, sewage, and water systems 112, 205 
ee TED EI IN So i ce cea dateknkh Gwen 76, 000 
MIO og nel ee ee a einen nae oak 45, 900 
Revetments, channel or surface clearing 81, 545 


360, 000 

It is urgently recommended that the $360,000 proposed herein be added to the 
bill. 

Explanation of amendment (2).—The amendment restores the words “‘to remain 
available until expended” to the appropriation language which was eliminated 
by the House on a point of order. 

It is essential that the funds be made available until expended for the type of 
developments proposed with the supplemental funds requested. As the obligation 
and expenditure of the funds requested are contingent upon further negotiations 
with the city of St. Louis and the railroads involved, it would not be possible to 
enter into all of the various contracts for the performance of all the work pro- 
posed prior to June 30, 1956. Also, the funds are requested for appropriation 
under the item for ‘‘Construction’’ which is a continuing-year fund, and it would 
be very impractical to administer annual funds intermingled with those of a 
no-year appropriation. 

The work proposed with the supplemental funds requested is prerequisite to 
completion of other developments within the area. 

In view of the fact that it would not be possible to utilize the funds for the 
purposes intended within such a short period of time, it is recommended that 
they be made available until expended. 


STATEMENT OF Conrap L, Wirtu, Director, NaTIoNAL Park SERVICE 


Mr. Chairman and members of the committee, I am bere today to discuss the 
need for supplemental funds for the 1956 fiscal year to finance programs for which 
the Service is responsible. The purposes for which required, the amounts involved 
and the status of each estimate are as follows: 
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S se 
Purpose upplemental House 


estimate allowance 


Jones Point Bridge-----..------... See 9500000 fot oc 
Construction (Jefferson National Expansion Memorial) ; 3, 000, 000 | $3, 000, 000 
National Monument Commission ad 25, 000 eoagare 


3, 525, 000 | 3, 000, 000 


—_— 


The estimate for the Jones Point Bridge was disallowed by the House on the 
grounds that pending legislation would alter the bridge design, fix maintenance 
responsibility, and transfer construction responsibility to the Department of 
Commerce. 

The Service recognizes and appreciates the situation as set forth in the House 
report. The Service is also in accord with the pending legislation which would 
transfer jurisdiction for construction of the bridge to the Department of Com- 
merce. However, regardless of the outcome of the pending legislation, we believe 
that funds required for acquisition of lands necessary before construction can begin 
should be provided as soon as possible to permit this phase of the work to proceed 
without further delay. 

The estimate of $3 million for construction is to provide for initiation of con- 
struction of an appropriate national memorial on the Jefferson National Expansion 
Memorial Natione] Historic Site, St. Louis, Mo. This amount is to be matched 
with $1 million to be contributed by the city of St. Louis or other non-Federal 
source. ‘Lhe city of St. Louis has assured us that its portion of the funds will be 
available to start this $4 million project. 

The work to be performed with these funds consists of railroad relocation and 
grading and filling which must be accomplished prior to completion of other ele- 
ments of the memorial authorized by the act of May 17, 1954. 

As the bill now reads, the funds would be available for obligation only during the 
1956 fiscal year. ‘Lhe time remaining during this fiscal year is too short for the 
Service to carry out the intended purpose of the act. It would not be practicable 
to initiate the surveys and prepare the necessary plans, specifications, and bid 
invitations and enter into binding contracts in time to obligate even a substantial 
portion of the $3 million prior to June 30, 1956. It is recommended that wording 
be restored to the bill to make the funds available until expended, the same as for 
our regular construction items. 

The National Monument Commission was created almost 2 years ago to secure 
plans and designs for a monument to symbolize the ideals of democracy as em- 
bodied in the five freedoms. The authorizing act also provided for the appropria- 
tion of funds necessary for expenses of the Commission in carrying out its functions, 

We recommend that the full amount of the budget estimate be restored to the 
bill to permit the Commission to carry out its responsibilities with respect to 
securing the plans and designs for the monument, and making its report to the 
Congress. 

Amendments proposing the restoration of funds disallowed by the House for 
the Jones Point Bridge and the National Monument Commission, and the restora- 
tion of essential wording in the ‘‘Construction’’ item have been prepared and 
submitted to this committee. We believe the statements contained in the 
amendments adequately justify restoration of the items and wording to the bill. 


EMERGENCY FLOOD REPAIRS 


In addition, a budget estimate of $360,000 which the House did not consider 
is recommended as an amendment to the bill. 

This amount is proposed to cover the costs of emergency repair, reconstruction, 
and replacement of buildings, utilities, and other facilities destroyed or damaged 
by floods in six areas administered by the Service during the winter of 1955-56. 

An amendment for this latter item has also been submitted to this committee 
which, we believe, fully justifies the need for these funds. 
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AUTHORIZING LEGISLATION U 


Chairman Haypen. Mr. Wirth, would you take just a minute ; 
comment on the authorizing legislation. As I understand. , 
authorization was not to be effective until the President submitted 
a balanced budget. Is that correct? 


Mr. Wirrn. That is correct. Rs 
Chairman Haypen. As this is a new project, [ wish you wou i 
submit a statement for the record describing the project. 
ma 
Mr. Wirrn. All right, sir. I 
(The information referred to follows:) ( 
The Jefferson National Expansion Memorial National Historical Site js | 
the 181 areas administered by the National Park Service of the Department 
the Interior. This project goes back over 20 years. In 1933, a group of public. 
spirited citizens from Missouri and adjoining States conceived the idea of 
riverfront memorial to commemorate the Louisiana Purchase by Thomas Jefferso 
marking the opening of the great western domain. \p 
The area was established as a national historie site under Executive order of an 
Decemer 21, 1935. It oecunies an area of 82% acres, or nearly 40 city blocks Ha 
along the west bank of the Mississippi River in what was for many years {| Adc 
business center of St. Louis. The land was purchased with funds provided joint} : 
by the city of St. Louis and the Federal Government, and the crowded industris 
buildings were cleared away. 
The principal existing features of the memorial are three historic buil 
which have been preserved—the old courthouse, the Lisa warehouse, and t 
old cathedral. me 
The developments of the memorial as authorized by Publie Law 361, appro. od 


May 17, 1954, consist of railroad relocation; grading and filling; landscaping y 
paved areas, utilities; and restoration of the old courthouse. This lezislatio | 
also authorized an appropriation of $5 million to complete this phase of develo 

ment. 


GENERAL STATEMENT 7 


Mr. Wirrn. May I say that this is not an entirely new poe cor 
It was authorized by Executive Order No. 7253 of December 21, 1935 ” 
and 40 blocks were purchased and the buildings torn down be cha the 
war. 

In 1954, Congress did authorize an appropriation of $5 million t 
proceed in cooperation with the city of St. Louis, which is putting upa  t; 
dollar for each $3 of Federal money, plus money that would be ev- 
pended by the railroads to complete certain elements of the Jefferson 
National Expansion Memorial. 

The amendment we are asking for is to make the funds available 
until expended because, otherwise, they will be available only until b 
June 30. The reason for the request for cash is that the city has its 
bond issue and wants to sell its bonds. We have to make specifi 
plans with the railroads and draw up the construction plans for lower- 
ing the railroad. We cannot do that until we have cash in hand 
to proceed. 

Chairman Haypen. In other words, it is obvious that the money : 
will not be spent between now and the 30th of June. You have to & 9 
have the appropriation in order to make the necessary contracts. 0 

Mr. Wirrn. That is right. 0 

Chairman Haypen. That is what it amounts to? 2 

Mr. Wirrn. That is right. 0) 

We have reached a tentative agreement on everything and hav 1 
had it for several years. It is now a question of getting the details in 
shape, and the plans alone are expensive. 
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Until they are sure that we are going to get the money to go ahead 
with it, it is almost impossible for them to make plans. 


CONSTRUCTION 


Chairman HaypeNn. There is another National Park Service item 
on construction which is in Senate Document No. 105. 

This includes an estimate of $360,000 for construction. This esti- 
mate was not considered by the House. 

| will include the justification in the record. 

(The justification referred to follows:) 


NATIONAL PARK SERVICE 
CONSTRUCTION 


(House hearings, pp. 248-256) 
Appropriation 1956 $5, 425, 000 
Supplemental estimate 1956 3, 360, 000 
House allowance 3, 000, 000 
Additional request ; 360, 000 


(P. 16, lines 11 and 12) 
AMENDMENTS REQUESTED 


(1) Page 16, lines 11 and 12, strike out ‘‘$3,000,000” and insert in lieu thereof 
“83 360,000’, the estimate, or an increase of $360,000 in the appropriation. 

2) Page 16, lines 11 and 12, after the figure ‘‘$3,000,000” insert the following: 
“ to remain available until expended’’. 


HOUSE REPORT 


The amount requested for addition to the bill was not considered by the House. 

“Construction.—The budget estimate of $3,000,000 is recommended for 
construction of the Jefferson National Expansion Memorial in St. Louis, Missouri, 
as authorized by the Act of May 17, 1954.” 


JUSTIFICATION 


Erplanation of amendment (1).—The amendment increases the amount provided 
by the House by $360,000 which was requested in Senate Document No. 105 
This amount is distributed to activities as follows: 


| Appropria- |Supplemental) House Additional 


tion 1956 | estimate 1956 allowance | request 


Activity 


$3, 000, 000 


h 


1) Buildings, utilities and other facilities_—__--_- $4, 650, 000 $3, 360, 000 


$360, 000 
Acquisition of lands and water rights-----.----| 775, 000 |__- a Rite 5 


—| a. . 


Total | 5,425, 3, 360, 000 | 8, 00, 000 | 360, 000 








A breakdown of the proposed addition to the bill by objects of expenditure 
follows: 


01 Personal services $152, 890 
()2 7 360 
03 Transportation of things_ , 375 
oe Lenn enemniia 8 oa oe ean do beac tbescnetbeda 430 
(5 Rents and utility services — 220 
07 Other contractual services 3, 540 
Supplies and materials _ _ ‘ 6, 025 
Equipment , 820 
Taxes and assessments 340 


Total 
74919—56——-21 
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The amount of $360,000 submitted in Senate Document No. 105, as an adit 
to the House bill is requested to cover obligations already incurred and to) 
incurred in meeting costs of emergency repair, reconstruction and ml Wem 
of buildings, utilities and other facilities destroyed or damaged by floods 
areas administered by the Service during the winter of 1955-56. 

The unprecedented and widespread storms, principally heavy rains, jn ; 
Pacific coast area during the winter of 1955 caused disastrous floods, and re sulted 
in extremely heavy damage to all types of physical facilities in nine areas adn 
istered by the Service in California, Oregon, and Washington. Heav Vv rains duri: 
the latter part of October and early November 1955 caused flood conditions }, 
Mount Rainier and Olympic National Parks with extensive damage to roads 
trails, bridges, dikes, revetments and an eletcric system. The rainfall during 
the flood period from December 22-26 in the California area was recorded 4 
17.41 ipchesin Yosemite National Park. Total vninfall for the month of Decem)}, 
was 29.78 inches, with a normal of 5.61 inches. These latter floods complet, 
destroyed or damaged, roads, trails, bridges, buildir.gs and other structures 
electric, sewage and water systems; campgrounds, and other related facilities 
Lassen Voleanic, Sequoia-Kings Canyon and Yosemite National Parks a 
Millerton Lake, Muir Woods, Oregon Caves and Pinnacles National Monument: 

The costs for repair and reconstruction of roads and trails are to be met }y 
the reprograming of presently available funds. 

Because of the greatly expanded requirements for facilities and services to 
handle the unprecedented number of visitors to the areas, it is not possible t 
reprogram presently available funds to provide for these emergency repair 
without seriously curtailing the construction of facilities now required to meet 
present-day needs. 

The type of facilities damaged and the amount applicable to each area follows 


Area: Amount 
Lassen Voleanic, Calif eats - $1,505 
Millerton Lake, Cali belie at Un é 5, 200 
Mount Rainier, Wash : a és 96, 545 
Oregon Caves, Calif____-_- hte ea ie 2 600 
Sequoia-Kings Canyon, Calif sale 32, 550 
yosemite, 474i... -<<<+.-- x a ; so 221, 600 


Total _ _- ..; Sos 


Type of facility: 
Buildings and other structures — — _ _ 88 400 
Communication systems __ sae 7 See = ag 5, 950 
Electric, sewage, and water Sy stems 2, 205 
Grounds and stream banks aos ae am , 000 
Campgrounds. - -- s ; ieee 45, 900 


Revetments, channe a] or r surfat uce cle aring 


Total : base . 360, 00) 


It is urgently recomended that the $360,000 proposed herein be added to th 
bill. 

Explanation of amendment (2).—The amendment restores the words ‘‘to rema 
available until expended”’ to the appropriation language which was eliminated 
by the House on a point of order. 

It is essential that the funds be made available until expended for the type 0 
developments proposed with the supplemental funds requested. As the obliga 
tion and expenditure of the funds requested are contingent upon further negotid- 
tions with the city of St. Louis and the railroads involved, it would not be possible 
to enter into all of the various contracts for the performance of all the work pro- 
posed prior to June 30, 1956. Also, the funds are requested for appropriatio! 
under the item “Construction” which is a continuing-year fund, and it would be 
very impr: ictical to administer annual funds intermingled with those of a no-yeur 
approprit ition. 

The work proposed with the supplemental funds requested is prerequisite \ 
completion of other developments within the area. 

In view of the fact that it would not be possible to utilize the funds for | 
purposes intended within such a short period of time, it is recommended that the) 
be made available until expended. 
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FLOOD-DAMAGE REPAIRS 


Chairman Haypren. I understand that this $360,000 is necessary 
to pay for re pairs as a result of the recent floods. Am I correct? 

\lr. Wirta. That is correct; the floods on the west coast in Oregon, 
Washington, and California, damaged or destroyed buildings and 
utilities in the national parks. 

Chairman Haypen. It is mostly in California and Oregon? 

\ir. WirtH. Yes. They involve the parks of Lassen Volcanic. 
Millerton Lake, Mount Rainier, Oregon Caves, Sequoia-Kings Canyon 
and Yosemite. They had around 30 inches of rain in Yosemite, Calif., 
during December 1955, where normally rainfall is around 5 or 6 inches. 

Chairman Haypen. I understand that this $360,000 estimate is to 
repair damages to buildings and utilities as a result of the floods. 


DAMAGE TO ROADS AND TRAILS 


What is the situation with respect to damage to your roads and 
trails? 

\ir. Wirra. That damage was quite extensive. It ran to 
$2,333,000 approximately, which means that we will have to restudy 
and alter our plans, on which you have already had hearings, in 1957 
to take care of it. 

Chairman HaypEN. Have you submitted an estimate to the Bureau 
of the Budget for a deficiency? 

Mr. Wirrn. Yes, sir. 

Chairman Haypen. Do you expect to get it up here pretty soon? 

Mr. Wirtx. I do not think it will be coming up. We are to 
absorb it and adjust our program accordingly. 

Chairman Haypen. That means that, if this money is taken out 
and absorbed, you will not have as much money for your regular 
program of road construction? 

Mr. Wirt. That is right. We will have to curtail our program. 

Chairman HaypEN. How much do they think this amounts to? 

lr. Wirtx. It amounts to $2,333,000 and is spread largely through 
those same parks. Those storms took out our roads in many places. 
In Rainier it took out a bridge completely which we propose to replace 
at a higher level in order to prevent future loss. 

Also, we had to put in a temporary Bailey bridge. 


TOTAL FUNDS AVAILABLE 


Chairman HaypEen. What is the total amount of money that will 
be available for roads and trails if the 1957 appropriation bill is 
approved as it passed the House? 

Mr. Wirrn. For 1957, $12,500,000. 

Chairman Haypren. That means then, that to repair this damage, 
you will have some 10 million instead of 12 million dollars? 

Mr. Wirrx. That is right. 

We would have to cut out projects in the program already sub- 
mitted to you to provide for these emergency projects. 

Chairman Haypen. You are very much behind in road and trail 
work anyhow; are you not? 

Mr. Wirt. We are very far behind, sir. 
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Chairman Haypen. Does your road and trail work come under 
your contract authorization? 

Mr. Wirt. We have contractual authorization for 1957 for roads 
and trails for $12,500,000, and all of our roads and trail work comps 
out of that authorization. 

Chairman Haypen. You cannot touch the parkway money for 
this. That is additional? 

Mr. Wirtn. That is limited to parkways. That is an authoriza. 
tion of $11 million. 

I might say that this total damage, as I recited, of $2,333,000 in. 
volves damage to both roads and trails. 

Chairman Haypen. Are there any further questions, gentlemen? 


RECREATIONAL FACILITIES 


Senator Ropertson. Mr. Chairman, I would like to ask the splendid 
director of our National Park Service if his appropriation in the regu- 
lar bill for fiscal 1957 for the development of recreational fac ‘ilities in 
the parks, which in some instances have been criticized in some 
quarters, is sufficient, in his opinion. 

Mr. Wirtn. Our 1957 estimates; yes, sir. That is the amount 
that the House has granted us. 

Senator Roprertson. The largest national park, I assume, is the 
Yellowstone? 

Mr. Wirrn. It is the largest national park; yes, sir. 

Senator Rorertson. But the one that has the greatest attendance 
is the one in Virginia, the Shenandoah National Park? 

Mr. Wirru. I think I would put the Blue Ridge Parkway, which 
is partly in Virginia and partly in North Carolina, first. And [ 
think the Great Smokies second. Shenandoah and Yellowstone are 
very close to the top in attendance. 

Senator Rosgrrson. I do not know about Virginia but all in this 
general area in which there is a population in excess of 10 million 
people? 

Mr. Wirrn. That is correct. 

Senator Rornertson. I appreciate the facilities that you have 
provided there in the Shenandoah National Park. 

Mr. Wirtru. Thank you, sir. 

Senator Ropertson. I also notice that you are going to open all 
streams for fishing at noon on May 1? 

Mr. Wirtu. That is correct. ; 

Senator Ropertson. You will have a good many visitors then, 

Mr. Wirtu. We will; yes, sir. 

Senator Ropertson. The House yesterday passed a bill to put ™ 
construction of the Jones Point Bridge under the Department 0 
Commerce. 

JONES POINT BRIDGE 


Chairman Haypen. That is the next item I wanted to take up. 

The House disallowed the estimate of $500,000 for the Jones Point 
Bridge. The Department is requesting restoration of the $500,000. 

The justifications will be included in the record. 

(The justification referred to follows :) 
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SECOND SUPPLEMENTAL APPROPRIATION BILL, 


DEPARTMENT OF THE INTERIOR 
NATIONAL ParK SERVICE 
(H. Doe. 330) 
Jones Point Bridge 


tequest for 6 months beginning Apr. 1, 1956, until expended $500, 000 
Appropriation to date 600, 000 
Obligations to Dee. 31, 1955 ; 450, 783 
Expenditures to Dee. 31, 1955 450, 783 
Budget estimate next fiscal year 13, 825, 000 
Employment: oe 

Average number current appropriation 

Number involved this estimate 

Actual employment 


PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


di To provide funds for the purchase of privately owned lands in the vicinity of 
“Bu the Maryland approach, and for such approach grading as is necessary prior to 
S in undertaking construction. The lands should be acquired as soon as possible to 
ome avoid possible land speculation which would increase the land values. The 
funds previously provided are committed for the preliminary layout, preparation 
of construction plans, specifications, and estimates which are scheduled for com- 
unt pletion during the fall of 1956. 


the Program and financing 





Presently | Revised 
ance | available | estimate 





hich PROGRAM BY ACTIVITY 


id [ Preparation of plans, specifications, and estimates for construction $522, 314 | $522, 314 


Acquisition of right-of-way and grading of approaches___-_........-..-----|-------- 


500, 000 
are —|— — 


Natt cae 225 a le gl 522, 314 1, 022, 314 
} 


this FINANCING 


Llion Unobtigated Dalanes brougnt forward ...................................... —597, 314 —597, 314 
Tnobligated balance carried forward ___--- = re eee a +75, 000 +75, 000 


Appropriation 
have 





Obligations by objects 





hnak pineeiioass | Presently | Revised esti- 
Object classification available | nate 


NATIONAL PARK SERVICE 


Total number of permanent positions-__----- ween enn nnn n ee oo 2 ee ---- + ----e 
Full-time equivalent of all other positions 

Average number of all employees 

Number of employees at end of year------ 


01 Personal services: 
Permanent positions - 
Positions other than permanent- -- ---- 
Regular pay above 52-week base 


Bez Il QO ma 


p. Total personal services 
> Travel 
I ont Transportation of things........-...-.-.----- —niaetennien ip atiaien aaa tailed 
00 " Communications services .. | 
, 0 SOND SOE IE I a 2 ime emmmonccemiencan | 
Printing and reproduction... 
07 Other contractual services 
Supplies and materials 
9 Equipment 
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Obligations by objects—Continued 


. - . rece = 
Object classification Presently 
available 


ALLOCATION TO RUREAU OF PURLIC ROADS, DEPARTMENT OF COMMERCE 


Total number of permanent positions : 
Full-time equivalent of all other positions_ _- 
Average number of all employees : 
Number of employees at end of year 


01 Personal services: 
Permanent positions ee 
Positions other than perms anent_ : j , ; 
Regular pay above 52-week base-_-- . Leet eines ae 80 


Total personal services cS : : 
Travel Soscsie ae - er 1, 000 
Transportation of things- - eee pientnen 100 
Communicti services 100 


Printing and reproduction 
Other contractual services 
Supplies and materials_ 
Equipment. - 

Land and structures... 


Total obligations 


Total obligations 





age salaries and grades 


Actual, 
1955 





NATIONAL PARK SERVICE 


Average salaries and grades: 
General schedule grades: 
Average salary 
Average grade a eee ae 
Ungraded positions: Average s: as oe 


ALLOCATION TO BUREAU OF PUBLIC ROADS, DEPARTMENT OF C 


Average salaries and grades: 
General schedule grades: 
PINE es cote nnccsanccuucs ae 
Average gr ade_ 
Ungraded positions: Average sal: ary 


JUSTIFICATION 
JONES POINT BRIDGE, NATIONAL PARK SERVICE 


There are lands in private ownership on the Maryland side of the Potomac 
River which must be acquired before contracts can be let for construction of the 
bridge; also some approach grading prior to actual start of construction. The 
amount of $600,000 was appropriated on April 22, 1955, by the Second Supple- 
mental Appropriation Act, 1955, to provide for preliminary layout, and the 
preparation of construction plans, specifications, and estimates. This phase of 
the work is scheduled for completion by September 1956, and the funds presently 
available are all obligated or committed for this work. 

This estimate of $500,000 is requested for land acquisition and approach grading 
so as to be ready for construction scheduled for the 1957 fiscal year, and to per 
mit taking advantage of possible lower costs of the lands involved. In an attempt 
to avoid land speculation in the vicinity of the Maryland approach as much 4 
possible, thereby increasing land values the lands should be acquired at an early 
date. Negotiations with property owners are being deferred until such time %& 
funds are available to complete transactions, and it is requested that funds be 
provided as soon as possible to prevent delay in actual construction. 
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NATIONAL PARK SERVICE 


JONES Point BRIDGE 


(House hearings, pp. 234-243) 


ypropriation, 1956 - a 

upplemental estimate, 1956__ __ ss Bete an Sod ; __ $500, 000 
House allowance ar state a a i easel Bis me sean as 
Restoration requested 2 Ze = Si aohaks . 500, 000 


(P. 16, after line 9) 
AMENDMENT REQUESTED 
16, after line 9, insert the following: 
“JONES POINT BRIDGE 


For expenses necessary for the construction of a bridge over the Potomac River 
suant to the provisions of the Act of August 30, 1954 (68 Stat. 963, 964), $500,000, 

remain available until expended: Provided, That the unexpended balance of the 
ypriation granted under this head in the Second Supplemental Appropriation 
1955, is hereby merged with this appropriation.” 


HOUSE REPORT 


Jones Point Bridge-—The committee has disallowed an estimate of $500,000 
for acquisition of land in connection with the construction of the Jones Point 
Bridge. Pending legislation would change the authorization for this bridge, 

ring its design, fixing maintenance responsibility, and transferring jurisdiction 
for its construction from the Interior Department to the Bureau of Public Roads 

the Commerce Department. Until there is a clarification with respect to these 


rs, the need for either construction or land acquisition funds appears to be 
iestionable.”’ 


JUSTIFICATION 


The amendment restores the reduction of $500,000 made by the House in the 
budget estimate for this appropriation. This amount is for the following activity: 
Activity: 

Acquisition of right-of-way and grading of approaches: 
Appropriation, 1956__ ’ see naiad 
Supplemental estimate, 1956__________~ ed _.. $500, 000 
House allowance, 1956 
Restoration requested_ 


ee nee aaee weeae *Fe- Dots 500. 000 


The amount of the restoration will be obligated under the object classification 
“10 Lands and structures.”’ 

The same situation prevails with respect to funds included in this supplemental 
estimate as exists in connection with the restoration of funds for construction of 
the bridge. 

The Service is in full accord with the legislation now pending which would 
transfer responsibility for construction of the bridge to the Department of Com- 
merce, It is felt, however, that funds required to carry out the authorization 
for the construction of the bridge contained in the act of August 30, 1954, should 
be made available at the earliest possible date in order that there may be no delay 
in accomplishing the project. Any funds appropriated in this bill could be 
transferred to the Department of Commerce upon enactment of the pending 
legislation. The Service has already submitted estimates and received appro- 
priated funds for the preparation of plans, specifications, and estimates in the 
amount of $600,000 for the bridge project. 

This estimate of $500,000 is urgently needed to provide for the acquisition of 
of lands on the Maryland side which are required before construction can begin, 
and to accomplish some approach grading prior to actual construction. The 
‘unds should be appropriated as soon as possible not only to prevent any delay 
‘n construction of the bridge but to preclude possible tand speculation in the 
Vicinity of the approach to the bridge. It has been almost 2 years since authoriza- 
ion for construction of the bridge was granted. Failure to provide the funds 


it this time for the land acquisition could mean delaying the project for another 
year, 
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Accordingly, it is recommended that the full amount of the su 


: Bi : pplementg| 
estimate for 1956 be restored to the bill. 


PENDING LEGISLATION 


Chairman Haypren. The House refers to pending legislation to 
transfer the jurisdiction of the bridge from the Department of the 
Interior to the Department of Commerce. 

Could you give us the status of that legislation? 

Mr. Wirru. I understand the House committee reported it to the 
full House yesterday. 

Chairman Haypen. It is on the House calendar? 

Mr. Wirtu. It is on the House calendar, and it will perhaps come 
up Monday. I think Monday is calendar day in the House. 

I would like to say this about this particular item, if I may: 

There is a complete understanding between the Bureau of Public 
Roads and ourselves on this and we are both for the bill. Last year 
we got $600,000 to proceed with the plans and specifications and the 
Bureau of Public Roads is preparing those for us. 


ADVANCE LAND ACQUISITION 


This $500,000 is for land acquisition and certain minor grading in 
connection with the approach roads. 

The Bureau of Public Roads has informed me that the complete 
plans and specifications will be ready for bidding toward the end of 
this year, certainly by the 1st of January or shortly thereafter. It is 
important that the land be acquired as soon as possible. 

The understanding is that if this other bill goes through, which we 
are all for, these moneys would be immediately transferred over to 
the Bureau of Public Roads. They have no authority to ask for them 
now. 

If the funds are not granted us, as we understand it, the Bureau 
of Public Roads will have to start all over to get this money after 
they get authority to ask for it. 

In the interest of expediency, we thought it would be better to go 
ahead and request the funds, and when Congress decides to transfer 
responsibility to the Bureau of Public Roads of the Department of 
Commerce, we would turn the funds over to them. They are our 
engineers anyway and do our work for us, and it would be a simple 
bookkeeping proposition. 


URGENT NEED FOR BRIDGE 


Senator Rosertson. Mr. Director, is it not a fact that this bridge 
is urgently needed? 

Mr. Wirtu. Yes, sir. 

Senator Rosrertson. From the standpoint of what is to be done 
with this $500,000 that you ask for in your supplemental, it makes 
no material difference as to who finally has charge of construction 
and operation of the bridge? 

Mr. Wirrn. Absolutely correct. 

Senator Ronertson. We need to go ahead now and the final actiol 
on the House bill, as I saw in the Post today, proposes to turn it over 
and that meant the Bureau of Public Roads, and possibly that 3 
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where it should be, but in the meantime, there is no reason why we 
should hold up on that legislation? 

Mr. Wirta. That is right. That bill will most likely go through this 
session of Congress, but if it does not, it means a delay of another 
year until legislation is straightened out. 

“ Senator Ropertson. I am firmly convinced that this is a very 
yrgent project and I naturally hope the committee will see fit to let 
it go ahead regardless of that difference of opinion as to who should 
administer it. 

APPROACH ROADS 


The chairman of the highway department in Virginia, General 
Anderson, told me that there was not any difficulty about the 
Virginia approaches; that we would take care of that. He said he 
understood the same thing applied with respect to Maryland? 

Mr. Wirtu. That is correct. 

Chairman Haypen. I would like to know whether the States have 
indicated their willingness to assume the responsibility for the 
maintenance of the bridge. 

Mr. Wrrtx. Yes; they have. They have written letters to the 
Bureau of Public Roads and I have Mr. Spellman of the Bureau of 
Public Roads here, who can verify that. 

We have letters from the two commissions informing us that they 
will take care of building of the approach roads. 

Chairman Haypen. And they will maintain the bridge after it is 
built? 

Mr. Wirtn. That is my understanding. They have a definite com- 
mitment on the maintenance from Virginia. I do not know whether 
there is a definite commitment for maintenance from Maryland. 

Mr. SpELMAN. We have a definite commitment from Virginia and 
some informal assurances from Maryland, but not in writing. 

Senator DworsHak. Does not the State of Maryland provide any 
of the land for the approach on that side of the bridge? 

Mr. Wirtn. The approach comes on Federal property on both 
sides. 

Senator DworsHakx. Why do you have to acquire land on the 
Maryland side? 

Mr. Wirtu. That is in connection with the approach in relation to 
the George Washington Memorial Parkway down that side and they 
have to provide some land in connection with that. 

Senator Dirksen. Have those options been obtained? 

Mr. Wirtu. No, sir. 

Senator Dirksen. How is this $500,000 divided as between ap- 
proach work and grading on one side and acquisition on the other? 

Mr. Wirt. May I ask Mr. Spelman from the Bureau of Public 
Roads to handle that? 

Do you know what the breakdown is in the $500,000 between land 
and grading? 

_Mr. SpeuMan. We have only approximate appraisals of the cost of 
right-of-way. We do not know exactly. One can never estimate very 
closely the cost of right-of-way. 

The purpose of the language was that $500,000 was believed to be 
adequate for right-of-way and if any balance was left, it could be used 
for construction of the bridge. 

Senator Dirksen. You take this on a declaration? 
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LAND SPECULATION 


Mr. SpeuMan. We would probably take it under declaration anq \ . 
is advisable to have that made soon because, knowing that the bridge fi sor 
is going to be there, speculation in land is undoubtedly proceeding 
so the sooner we get the land under declaration, the sooner we ywijj in Li 
minimize the cost to the Government of acquiring the land. + 

The law authorizes the Secretary to acquire land for the bridge jtselj 
in Maryland only. It does not say anything about Virginia. The I Inte 
reason for that is that in Virginia the br idge lands on a reservation Arts 
already in Government ownership. All that we propose to do unde = 
this bill is to acquire sufficient land on the Maryland shore to land {! ne 
bridge there. 

Then, in addition to that, the States will have to acquire rights-of. 
way for the roads that approach the bridge and, of course, they do 
not want to proceed with their acquisition until they know that we 
are going to buy the land in a certain position on which to seat the 
bridge; therefore, if the Government moves soon to acquire the land 
on which to seat the bridge, the States will immediately thereafter 
be in a position to move to acquire the lands that approach it for the 
roads approaching the bridge, and they will thus prevent further 
speculative increase in costs. 

Senator Ropertson. | am sure General Anderson gave you the 
same assurance he gave me; that the highway department IS very 
much i in favor of this and will do everything that the State of Virginia 
is required to do on that part of the Potomac, the approaches, high- 
ways and everything? 

Mr. SpetmMan. That is right. We have assurances from both the 


Highway Departments of Maryland and Virginia that they will 


construct the roads leading to the bridge. 
NATIONAL MONUMENT CoMMISSION 


Chairman Haypen. If there are no further questions with respect 
to the bridge we will take up the next item. The House disallowed 
the estimate of $25,000 for the National Monument Commission 
The Commission is requesting this committee to allow the estimate of 
$25,000. | 


AMENDMENT AND JUSTIFICATIONS cre 


The justifications and formal amendment will be included in the 
record. 17 
Mr. Wirth, would you comment on the House action? Se 
(The justifications referred to follow:) Co 


NATIONAL MONUMENT COMMISSION 


National Monument Commission 


Request for 15 months beginning Apr. 1, 1956, il ex > $25, 000 

Appropriation to date : tea None 

RAIA IRD I None 

Expenditures to date_- None C 

Budget estimate next fiscal year None 

Employment: 
Average number, current appropriation None 
Number involved this estimate 
Actual employment 
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PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


The Commission is charged with the responsibility of securing plans and designs 
for a useful monument to the Nation symbolizing to the United States and the 
world, the ideals of democracy as embodied in the five freedoms, speech, religion, 
sposs, assembly, and petition, sanctified by the Bill of Rights adopted by Congress 
ce 1789 and later ratified by the Senate. 

* Functions of the Commission were authorized by the act of August 31, 1954 
68 Stat. 1029). 

After approval of the plans and design for the monument by the Secretary of the 
Interior, the National Capital Planning Commission, and the Commission of Fine 
4rts, they are to be submitted to the Congress for legislative authorization. 
~ Because of the late date of organizing the Commission after enactment of the 
quthorizing act, funds are required as soon as possible to permit the Commission 
to initiate and carry out its functions. 


Program and financing 


Presently | Revised 


available estimate 





PROGRAM BY ACTIVITIES 
nd design of a monument to the Nation-_---..--- obras rote tetasd ee $25, 000 


FIN ANCING 
Appropriation 





Obligations by objects 


‘ Ble Prese , 2evised 
Obiect classificatior Presently Revise 
ject classification available | estimate 


\ umber of all employees 
ber of employees at end of year 


nal services: 
yns other than permanent a $12, 040 


vel at cs : 6, 000 
{ mmunication services... .-...- ‘ . ‘ i 1,000 
¥ Printing and reproduction aS : 2, 000 
7 Other contractual services 3, 000 

Supplies and materials us ‘ ‘ 960 


tal obligations 25, 000 


JUSTIFICATION 

Public Law 742, 83d Congress (68 Stat. 1029), approved August 31, 1954, 
created a commission for the purpose of securing plans and designs for a useful 
monument to the Nation symbolizing to the United States and the world, the 
ideals of a democracy as embodied in the five freedoms, speech, religion, press, 
assembly, and petition sanctified by the Bill of Rights adopted by Congress in 
1789 and later ratified by the States. Such plans shall be approved by the 
Secretary of the Interior, the National Capital Planning Commission, and the 
Commission of Fine Arts, and thereafter submitted to the Congress for legis- 
lative authorization. 

Pursuant to provisions of the authorizing act, the President of the United 
States appointed four citizen members of the Commission as follows: 

1. Mr. Spencer T. Olin, Chairman; 
2. Mr. Thomas Harry Barton; 
3. Mr. Don Belding; and 
t. Mr. Hugh M. Comer. 

"he Vice President of the United States has appointed four members of the 
ommission as follows: 
|. Senator William Kerr Scott, of North Carolina; 
2. Richard L. Neuberger, of Oregon; 

George H. Bender, of Ohio; and 


t. Gordon L. Allott, of Colorado. 


C 
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The Speaker of the House of Representatives has appointed four members of 
the Commission as follows: ; 
1. Congressman Howard W. Smith, of Virginia; T 
2. Wayne N. Aspinall, of Colorado; bud 
3. Lawrence H. Smith, of Wisconsin; and | 
4. Jack Westland, of Washington. Acti 
The monument for which the Commission is responsible for securing plang 
and designs will be located on federally owned land within the George Washingt, 
Memorial Parkway adjoining the north boundary of Arlington National Cemetery 
west of Arlington Ridge Road and south of Arlington Boulevard on the heighj, 
overlooking the Potomac River, and shall serve as an international shrine and , 
continuing memorial to the principles of the five freedoms and to all peoples anq A 
nations who have contributed to the establishment, promotion, and defense of 01 
those principles in the preservation of democracy throughout the world.  Thp 


: : 9 
monument may include an appropriate structure or structures to house cultural . 
displays and exhibits or symbolic features of national and international sig. 06 
nificance. 07 
The first meeting of the Commission was held on January 25, 1956. Because 08 
of the late date of appointing the members of the Commission after enactment 

of the authorizing act, the estimate is being requested as a supplemental for the 
1956 fiscal year to permit the Commission to carry out its functions as soon as 
possible. The executive officer (Director of the National Park Service) is respon. T 
sible for securing funds for financing the Commission and this estimate is being 199 
submitted accordingly. . den 
The estimate of $25,000 is the minimum amount required to provide for jni- Col 
tiating the study toward securing plans and designs for this important monument for 
to be presented in tangible and clearly understandable form for the people of the 7 
world to behold. sec! 
The funds are to be utilized to cover expenses of secretarial and consultant are 
services, travel costs of Commission members, and other general expenses such of 1 
as communications, printing and reproduction, supplies and materials, and other me 
contractual services, including engineering research, surveys, borings, photographs, : 
etc. aul 
INDEPENDENT OFFICES = 
r 
NATIONAL MONUMENT COMMISSION the 
Ls anc 
(House hearings, pp. 243-248) cor 
Appropriation 1956 sta 
Supplemental estimate 1956 wel 
House allowance 
Restoration requested mii 
(P. 17, after line 14) 
AMENDMENT REQUESTED 

Page 17, after line 14, insert the following: 64 
“INDEPENDENT OFFICES re 

ae 

“NarionaAL Monument CoMMISSION “a 
“SALARIES AND EXPENSES Se 

“For expenses necessary to carry out the provisions of the Act of August 31, 195; f 
(68 Stat. 1029), $25,000, to remain available until expended.” u 
m 
HOUSE REPORT ap 


“Salaries and expenses.—The budget estimate of $25,000 for the National m1 
Monument Commission has been disallowed. It was testified at the time of the 
hearings that the building of the monument referred to in the basic legislation for ca 
symbolizing the ideals of democracy would he ‘something like the pyramids’ on 
which we could be building for a very long time at an unknown price. The need 
for entering into such an unlimited and undefined project at this time is not 
clear. In addition, it is the committee’s opinion that the Capitol Building itself $2 
is the best possible symbolization of the ideals of democracy,” 
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JUSTIFICATION 


The amendment restores the reduction of $25,000 made by the House in the 
budget estimate for this appropriation. The amount is for the following activity: 


Activity: 
ee and design of a monument to the Nation: 
Appropriation, 1956 
Supplemental estimate, 1956 
House allowance, 1956 
Restoration requested 25, 000 


A breakdown of the restoration request by objects of expenditure follows: 


01 $12, 040 
aia red de da teal es oe Wisin ai nie ma aN 6, 000 
Fe EU no a cm mecioun aanton die eaue 1, 000 
06 Printing and reproduction 2 2, 000 
07 3, 000 
Ne ids dian nd nate np benneni dene wndnaeng 960 


Total 


The National Monument Commission was created by the act of August 31, 
1954, to secure plans and designs for a monument to symbolize the ideals of a 
democracy as embodied in the five freedoms. The legislation creating the 
Commission also authorized the appropriation of such funds as may be necessary 
for expenses of the Commission. 

The estimate of $25,000 is requested to cover expenses of the Commission in 
securing plans and designs for the monument. The functions of the Commission 
are to define the project, submit a report to the Congress specifying the type 
of monument desired, the estimated cost of such facilities, and proposals as to the 
method of financing. 

No part of the funds requested are for construction. Additional legislative 
authorization will be required to approve the monument before any commitments 
can be made to carry out the plans secured or developed by the Commission. 
Proposals of the Commission must be approved by the Secretary of the Interior, 
the National Capital Planning Commission, and the Commission of Fine Arts, 
and thereafter submitted to the Congress prior to the start of construction. If 
construction of the monument is recommended and approved by all concerned, 
start on the work could only proceed if funds were appropriated therefor or funds 
were provided from outside sources through contributions. 

It is reeommended that the $25,000 be restored to the bill to permit the Com- 
mission to carry out functions delegated to it by the authorizing legislation. 


FIVE FREEDOMS OF DEMOCRACY MONUMENT 


Mr. Wirrx. On August 31, 1954, Congress enacted into law H. R. 
6455, Public Law 742, which sets up a National Commission for the 
purpose of establishing a national monument to the five freedoms of 
democracy—not actually constructing it, but to study it and return 
to Congress a report and recommendation after reviewing it with the 
Secretary of the Interior and the Fine Arts Commission. 

That Commission has been appointed and is in existence without 
funds. It consists of 4 members appointed by the President, 4 
members appointed by the President of the Senate, and 4 members 
appointed by the Speaker of the House, and is similar to other com- 
missions. 

It requires a study and report back to Congress before anything 
can be done and requires the approval of Congress before any memorial 
of that kind is to be erected. 

We feel that in order to function properly this authorization of 
$25,000 approved by the Bureau of the Budget should be allowed. 
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INITIAL APPROPRIATION 


Senator Dirksen. Is this the initial appropriation for this purpos) 
Mr. Wirru. Yes, sir. 
Senator Dirksen. It had no money before? 

Mr. Wirt. No, sir. 

Senator Dirksen. Is the $25,000 enough on which to base a report 
and a design? 

Mr. Wirtu. We have reviewed it with the Commission and jt js 
their opinion that it is sufficient. They are all serving without salary 
of course, and it is just incidental expenses and a certain amount of 
travel and employment of technicians to make sketches and things like 
that to fill out their report. 

Senator Dirksen. Mr. Chairman, my notion about this item is tha 
if Congress did not want to do it, they should not have authorized jj 
in the first place, but they authorized it in 1954 and, having gone ty 
the trouble of having the members of the Commission appointed, | 
suppose they have had at least an initial meeting or two? 

Mr. Wirt. Two meetings. 

Senator Dirksen. Probably at their own expense? 

Mr. Wirru. That is right. 

Senator Dirksen. I see no virtue in not going through with it, 
We may decide not to build it later. Having gone this far, it ought to 
be implemented sufficiently to at least get the report and the designs 

Chairman Haypen. Are there any further questions? 

Senator Ropertson. I would like to ask this question: 


LOCATION OF JONES POINT 


Is it true, as I read in the paper, that the Jones Point is just a point 
out in the river that steamboat captains know about but nobody else 
knows exactly where it is? 

Mr. Wirt. We have it pretty well located on our maps, Senator 

Senator Ropertson. The House says it does not even pass over 
Jones Point. Jones Point is just out in the river. They passed a bil! 
that this would be Woodrow Wilson Bridge and one of the Repr- 
senatatives said it must be the James Mason Bridge. 

The main thing is to get the bridge; is it not? 

Mr. Wirru. That is all I am worrying about, sir. I will leave the 
other to the Congress to worry about—the naming of it. 


Fish AND WILDLIFE SERVICE 


STATEMENT OF ROBERT M. RUTHERFORD, CHIEF, BRANCH OF 
FEDERAL AID, AND JOHN R. GARDNER, CHIEF, BRANCH OF 
BUDGET AND ADMINISTRATIVE MANAGEMENT, FISH AND 
WILDLIFE SERVICE 


FEDERAL AID TO WILDLIFE RESTORATION FUND 


Chairman Hayprn. If there are no further questions of the Park 
Service, we have an item for the Fish and Wildlife Service. 

The House approved the language that is required to make available 
to the States the accumulated unappropriated receipts in the Federal 
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aid to wildlife restoration fund. This language is necessary to carry 
ot the act of August 12, 1955. 

The justifications and statement will be included in the record. 

(The justifications and statement referred to follow:) 


DEPARTMENT OF THE INTERIOR 
FisH AND WILDLIFE SERVICE 
(H. Doc. 330) 
Federal aid in wildlife restoration 


tequest for—months from—to remain available until expended_._._ $2, 693, 494 
Appropriation to date-_._......------------------------------ 1 18, 899, 166 
Obligations to Dec. 31, 1955 4, 441, 304 
Expenditures to Dec. 31, 1955 5, 712, 869 
Budget estimate next fiscal year 2 21, 199, 150 


Includes a carryover balance of $6,498,658. 
Includes a carryover balance of $5,505,656. 


PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


The purpose of this proposed supplemental is to make available for apporcioning 
to the States, the Territories of Alaska and Hawaii, and to Fuerto Rico and the 
Virgin Islands, over a 5-year period, the accumulated unappropriated receipts 
in the “Federal aid to wildlife restoration fund” in accordance with the act of 
August 12, 1955 (69 Stat. 698). 


Program and financing 





Revised 
estimate 


Presently 
available 





| Payments to States $11, 816, 310 
2, Administration . 670, 000 
}. Carrying out Migratory Bird Conservation Act 907, 200 


$14, 509, 804 
670, 000 
907, 200 


16, 087, 004 


| 
| 
| 


Trt iin v ctcccdtisidcdsddececicnd Sedingd Gommraaieaddidicmaiicacas 13, 393, 510 | 
i 
FINANCING 

Unobligated balance brought forward : , 498,658 | —6, 498, 658 
Unobligated balance carried forward - - - | , 505, 656 | 5, 505, 656 
\ppropriation: | 
Definite 2, 693, 494 
Indefinite | 12, 400, 508 | 12, 400, 508 
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Obligations by objects 





———$$—_ 


j ‘ | Presently Revise 
Object classification | “womens | ont 


RE EE EE OTIS, BI ig. sieeve vite ccitw serie ccevinantndémcasecis 200 
Full-time equivalent of all other positions | 4 | 
Average number of all employees... .................-.......-...... 213 


Number of employees at end of year 190 


01 Personal services: 
Permanent positions $1, 144, 600 
Positions other than permanent - 17, 500 17 buy 
Regular pay above 52-week base 4, 200 £2 
ey IN ie os anda eaennkaenereniemncieeknwosnes 6, 100 6, 100 
Total personal services . 1, 172, 400 1, 172.40 
ie ae en 169, 500 | 169. 500 
03 Transportation of things 12, 300 | 12,30 
ee UO, sisietenmmnianatoneleis hiiniaiemindieee dt 36, 500 | 36. 500 
05 Rents and utility services __ a | 9, 400 | 9, 409 
06 Printing and reproduction 23, 000 23,000 
07 Other contractual services ; | 52, 900 52, 900 
08 Supplies and materials nec sneni 71, 500 | 71, 50) 
09 Equivment._- : 7 32. 300 32, 300 
11 Grants, subsidies, and contributions...................--___- seein aee tt 11, 816, 310 14, 509, 804 
15 Taxes and assessments 1, 300 1,300 


13, 397.410 | 16,090. 904 
3, 900 3,900 


13, 393, 510 16, 087, 004 


$1, 144, 60 


JUSTIFICATION 
Payments to States 


The purpose of this appropriation is to enable the Department to carry out the 
provisions of the act of August 12, 1955 (69 Stat. 698). This act provides ‘That 
there is hereby authorized to be appropriated, out of the Federal aid to wildlife 
restoration fund established by the act entitled ‘An Act to provide that the 
United States shall aid the States in wildlife restoration projects, and for other 
purposes’, approved September 2, 1937, as amended (16 U. 8S. C., sees. 669-669), 
for the 1956 fiscal year and for each fiscal year thereafter, an amount equal to 
20 per centum of the accumulated unappropriated receipts in such fund on the 
date of enactment of this Act, until the accumulated unappropriated receipts in 
such fund on such date have been appropriated and expended. Funds appro- 
priated under the authority of this section shall be made available to the States 
in accordance with the provisions of, and under the apportionment formula set 
forth in, such Act of September 2, 1937, and shall be in addition to the funds 
appropriated under section 3 of such Act.” 

It will be noted that the act does not specifically provide for apportionment of 
additional funds to the Territories of Alaska and Hawaii, and to Puerto Rico and 
the Virgin Islands. However, on pages 3 and 4 of Senate Report No. 638, dated 
June 27, 1955, the Committee on Interstate and Foreign Commerce states that 
section 7 (a) of the act of September 2, 1937, as amended, grants the Secretary 
of the Interior full discretionary authority to apportion funds to the Territories, 
and ‘‘The committee feels definitely that the Secretary should give full considera- 
tion to the intent of the aforesaid section 7 (a) in the allotment of the special 
funds involved; provided, however, that the total allotment of such special funds 
to any of the Territories over the 5-year period shall not exceed the sum specified 
in section 7 (a) for that Territory for any one year.’’ (Note: The correct reference 
above should be section 8 (a).) 

The appropriation language proposed specifically provides that the annual 
apportionments to the Territories of Alaska and Hawaii, and to Puerto Rico and 
the Virgin Islands authorized by section 8 (a) of the act of September 2, 1937, 
as amended, may be increased by not to exceed 20 percent. 

The accumulated unappropriated receipts in the Federal aid to wildlife restora- 
tion fund as of August 12, 1955, the date of approval of the act, was $13,467,468.61. 
Twenty percent of the accumulated unappropriated receipts is $2,693,493.72, the 
amount of the appropriation requested for the fiscal year 1956 and each of the 
four next succeeding fiscal years. 
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QraTEMENT BY JOHN L. Farvey, Director or THE FisH AND WILDLIFE 
ServVICE, IN SUPPORT OF A SUPPLEMENTAL EsTIMATE FOR FEDERAL AID 
in WILDLIFE RESTORATION 


I am pleased to appear before this committee in support of a supplemental 
estimate for ‘Federal aid in wildlife restoration.” 

The act of August 12, 1955 (69 Stat. 698), authorizes the appropriation, in 
equal installments over a 5-year period beginning with the fiscal year 1956, of 
the accumulated unappropriated receipts in the Federal aid to wildlife restoration 
fund. The accumulated unappropriated receipts in this fund as of August 12, 
1955, the date of approval of the act, amounted to $13,467,468.61. These 
receipts accrued from the date of inception of the Federal aid in wildlife restora- 
tion program in 1937 through the fiscal year 1947 during which period the appro- 
priations totaled $13,467,468.61 less than the aggregate receipts covered into the 
Treasury. 

The act of August 12, 1955, specifically provides that funds appropriated pur- 
suant thereto shall be made available to the States in accordance with the pro- 
visions of, and under the apportionment formula set forth in, the act of Septem- 
ber 2, 1937, and shall be in addition to the funds appropriated under section 3 
of such act. The act did not specifically provide for apportionment of additional 
funds to the Territories of Alaska and Hawaii, and Puerto Rico and the Virgin 
Islands. However, it appears from Senate report 638, dated June 27, 1955, that 
this was clearly contemplated. The appropriation language proposed specifically 
provides that the annual apportionments to the Territories of Alaska and Hawaii, 
and Puerto Rico and the Virgin Islands authorized by section 8a of the act of 
September 2, 1937, as amended, may be increased by not to exceed 20 percent, 

Twenty percent of the accumulated unappropriated receipts is $2,693,493.72, 
the amount of the appropriation requested for the fiscal year 1956 and each of 
the 4 next succeeding fiscal years. 


AUTHORIZING LEGISLATION 


Mr. GarpNger. Mr. Chairman, my name is John R. Gardner, 
Chief, Branch of Budget and Administration Management, and the 
gentleman to my right is Robert M. Rutherford, Chief of the Branch 
of Federal Aid. 

Chairman Haypen. I think I would like to have put in the record 
a copy of the public law authorizing this appropriation, and then if 
you would tell us about it. 

(The information referred to follows:) 


[Public Law 375—84th Congress] 
[Chapter 861—1Ist Session] 
[S. 756] 
AN ACT 


To authorize the appropriation of accumulated receipts in the Federal aid to wildlife-restoration fund 
established by the Pittman-Robertson Act and to authorize the expenditure of funds apportioned to a 
State under such Act for the management of wildlife areas and resources 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That there is hereby authorized to be appropriated, 
out of the Federal aid to wildlife restoration fund established by the Act entitled 
“An Act to provide that the United States shall aid the States in wildlife-restora- 
tion projects, and for other purposes’, approved September 2, 1937, as amended 
(16 U. 8. C., sees. 669-6691), for the 1956 fiscal year and for each fiscal vear 
thereafter, an amount equal to 20 per centum of the accumulated unappropriated 
receipts in such fund on the date of enactment of this Act, until the accumulated 
unappropriated receipts in such fund on such date have been appropriated and 
expended. Funds appropriated under the autbority of this section shall be made 
available to the States in accordance with the provisions of, and under the ap- 
portionment formula set forth in, such Act of September 2, 1937, and shall be in 
addition to the funds appropriated under section 3 of such Act. 


74919—56——22 
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Src. 2. Section 8 of such Act of September 2, 1937, as amended, is amende, 
by adding at the end thereof the following: ‘‘Notwithstanding any other pro. 
vision of this Act, funds apportioned to a State under this Act may be expended 
by the State for management (exclusive of law enforcement and public relations) 
of wildlife areas and resources, but not more than 30 per centum of the tota 
amount apportioned to a State for any fiscal year may be expended for gyoeh 
purpose.” 

Approved August 12, 1955. 


ACCUMULATED UNAPPROPRIATED BALANCK 


Mr. Garpner. Well, it is a short story. This accumulated yp. 
appropriated balance, accumulated from the inception of the program 
back in 1937 through the fiscal year 1947, when direct annual appro- 
priations were made, so this 13-million-dollars-odd was accumulated 
during that period. It is equivalent to approximately what is nowy 
the annual apportionment that is available to the States. 

So that, for all practical purposes, it will supplement the funds 
that are currently being apportioned under the permanent. appro- 
priation of the same title. 

Senator Dirksen. How was this mistake overlooked by anybody? 

Mr. Garpner. The direct appropriations of specific dollar amounts 
during the period were less than the amounts covered into the Federal 
aid to wildlife restoration fund. 

Beginning with the fiscal year 1948, they began appropriating the 
receipts in the preceding year. 

Senator Dirksen. But it was a sort of unappropriated Easter egg 
that lay there? 

Mr. GarpNner. That was the feeling of the sportsmen that sponsored 
the bill. 

Senator Dirksen. I am amazed, Mr. Chairman, that this amount 
of money ever accumulated. 

Senator DworsHak. What is the plan with regard to all that 
money? 

Mr. Garpner. It would be available for the same general purposes 

Senator DworsHak. You would have to have a great expansion of 
your activity; would you not? 

Mr. Garpner. It would be about one-fifth accretion or additional 
amount to the amounts that the States are currently receiving. 

Senator Ture. If that amount was allocated, just how would eacl 
one of the States make use of that vastly expanded program. 

Mr. GarpNErR. The same basic procedure and formula would be 
followed. 

TOTAL ALLOCATED TO STATES 


Senator Tarr. How much money is there actually allocated to 
States? 

Mr. Rutuerrorp. This year it was close to $12 million. 

Senator Toye. Then right here you would again increase the amount 
by a similar amount? 

Mr. Ruruerrorp. It would be about $2.7 million each year for 
5 years. It would be one-fifth of the amount. It would be a sweet- 
ening to the extent of one-fifth of this $13.5 million which would be, 
in round figures, $2.7 million. 
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5-YEAR PROGRAM 

Senator THyYer. I see. 

You intend to spread it over 5 years? 

Mr. RurHeRFORD. That is right. 

Senator Turk. Rather than make it available to the States at one 
time? 

Mr. RurHerrForD. That is right. 

Senator THyr. If you did, they would have to spend a lot of time 
making preparations for a program as well as the personnel to admin- 
ister it. For that reason, I had not recognized that you were propos- 
ing a O-year program. 

Mr. RuTHERFORD. That is correct, 5 years. 

Senator Toye. I thought perhaps you were just making that 
amount available in 1 year. You might create a misuse or a tendency 
to misuse some of that money. 

Mr. GARDNER. It probably would be more than the States could 
handle. 

PENDING PROJECTS 


Senator DirksEN. You have pending projects, I take it, from the 
states, do you not? 

Mr. RurHERFORD. Yes. 

Mr. Garpner. I think the States sponsored this legislation which 
finally was passed last August. 

Senator DirksEN. So, actually, there is on your shelf of projects 
submitted by the States work where they are in a position to partici- 
pate in this thing if you make grants and contributions? 

Mr. RurHERFORD. In addition to that, this money normally is good 
for 2 years, but it is in the first year now so it will be good for the 
balance of this fiscal year, plus the next fiscal year. They will have 
that amount of time in which to obligate this money. 

Senator Ropertson. Then I understand there is no question or 
doubt in your mind about the ability of States in the 2-vear period 
to match this 5-year splitup of the accumulated surplus? 

Mr. Ruruerrorp. No. 

I might say this to back that up: As of July 1, 1955, 18 States had 
less than $3,000 each of this Pittman-Robertson Federal aid in wildlife 
restoration money for obligation on projects so they were obligating 
this grant-in-aid income right up to the hilt. 


SOIL BANK CONSERVATION PROVISION 


Senator Ropertson. I assume that you are aware of the great 
interest of both the States and all who are interested in wildlife in 
that provision of the soil bank, if it ever becomes a law, that acreage 
can be set aside in conservation acreage and one of the uses of the 
conservation acreage would be the planting of food and cover crops 
\o improve the habitat for wildlife. 

You are familiar with that phase of the soil-bank plan? 

Mr. Rurwerrorp. Yes. 

Senator Ropertrson. That would open up a great opportunity to 
the States to improve wildlife in these set-aside acres. 

Senator Dirksen. Are these Pittman-Robertson funds? 

Mr. Rurnerrorp. Yes, sir. 
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Senator Toys. I cannot understand how that amount of mono, 
escaped the attention of anyone, $13.5 million. , 

Senator Dirksen. How did it escape our friend down here? 

Senator DworsHak. It was not appropriated. 

Senator Tuyr. I know it was not but how did it happen to get oy 
of sight; that is the question? 

Senator Ronerrson. To begin with, we did not make any appr. 
priation until we had a reserve established and then we appropriated 
not exceeding $10 million a year, so you had the first reserve fund 
and then you had yearly accumulations until you had a surplus far 
in excess of the reserve fund that was needed. 

I have opposed the distribution of that fund until I thought the 
States would be in a position to use it. Now they say they are in g 
position to use it and the original appropriation was to give it all to 
them at one time, but I am glad that did not pass. 

It is now added at the rate of 20 percent a year. 

Mr. RurHerrorp. Yes. 


ACCRETIONS TO FUND 


Senator Dirksen. Is the accretion to this fund larger now than it 
was a number of years ago? 

Mr. RurHerrorp. Yes. 

The hunting license sales have nearly doubled in the last 15 years, 
and of course the income from the excise tax on sporting arms and 
ammunition, which produces this money, has likewise gone up. 
Moreover, the sportsmen who paid $1.25 a box for shotgun shells 15 
years ago are now paying $3. 

So, instead of 11 percent on $1.25, you get 11 percent on $3. 

Senator Dworsuak. Do you plan now to apportion annually the 
total receipts under the act? 

Mr. Ruruerrorp. That is what the law provides. 

Mr. Garpner. There has been no accretion to the fund since the 
fiscal year 1948. Since that year the receipts of the previous year 
have been appropriated. 

Senator Tuyg. Can you roughly give us a bird’s-eye view of what 
might come in the form of projects that this money will be used for as 
it is made available to the various States? Is there any program in 
the making? 

Mr. Ruruerrorp. Of course, the law provides that this money 
may be used for the acquisition of land, for the development of land, 
and for the conduct of research into the problems of wildlife manage- 
ment. 

SPECIFIC PROJECTS 


Senator Tuyr. That is true, but do you know of any specific 
projects that have been planned for so that when these funds are 
made available, they will bring about some additional land manage- 
ment and land improvement? 

Mr. RutHerRForD. Yes. 

Of course, these funds will be merged with the other funds. 

For example, Senator Robertson talked about the soil-bank plan. 

Well, 37 of the States have been engaged in project work to put 
wildlife food and cover on agricultural lands. 
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The States last year invested 39 percent of their Pittman-Robertson 
money in waterfowl] projects, mostly to buy lands and to build dikes 
and dams and spillways to impound water for waterfowl, those areas 
being used as combination refuges and public shooting grounds. 

Senator Tuy. But there are.no big projects that you know of that 
are in the general plan that will be carried through if this goes in? 

It is just ye individual States that have their projects as they have 
initiated them within the departments? 

Mr. RuTHERFORD. Yes, sir. 

Chairman Haypen. If there are no further questions, we want to 
thank you. 

Mr. Garpnger. Thank you, gentlemen. 


OFFICE OF TERRITORIES 


STATEMENT OF ANTHONY T. LAUSI, DIRECTOR, AND GEORGE R. 
MILNER, ALASKA AFFAIRS SPECIALIST, OFFICE OF TERRI- 


TORIES 
CARE OF ALASKAN INSANE PATIENTS 


Chairman Haypsn. I would like to ask one question of the Division 
of Territories. 

The House allowed the estimate of $60,000 for Administration of 
Territories. These funds are required to provide care for Alaskan 
insane patients. 

The justifications will be included in the record. 

(The justifications referred to follow:) 


DEPARTMENT OF THE INTERIOR 
OFFICE OF TERRITORIES 
(H. Doe. 330) 
Administration of Territories 


Request for 1 month from June 1, 1956 $60, 000 
Appropriation to date 2, 609, 500 
Gemmotions GO.btee. Ol, L000. . oo. < cenccaccccsece se rg ies bebe ican 1, 416, 357 
Expenditures to Dec. 31, 1955 1, 317, 645 
Budget estimate next fiscal year 2, 803, 000 


PURPOSE AND NEED 'FOR*SUPPLEMENTAL FUNDS 


This proposed supplemental appropriation is needed for the care of Alaskan 
insane patients. The appropriation for 1956 was based on an estimated average 
daily patient load of 341, while the patient load experienced thus far points to an 
average of 370 for the year. 
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Program and financing 


PROGRAM BY ACTIVITIES 


1. Territory of Alaska: 
(a) Governor’s office__ 
(b) Legislative expenses. 


(c) Care and custody of Alaskan insane__--- 


2. Territory of Hawaii: 
(a) Governor’s office 
(5) Legislative expenses. 
Virgin Islands 
(a) Governor’s office 
(b) Legislative expenses. 
. Guam: 
(a) Governor’s office_- 
(0) Legislative expenses_- 
5. American Samoa: 
(a) Governor’s office __ 
(6) Legislative expenses 
(c) Chief Justice and High Court 
(d) Grants ‘ 
. Canton Island administration _- 
. General administration. ..-- 


Total obligations- ----.- 


Appropriation 


Presently 
| available 
| 


$94, 650 


770, 000 s 
41, 600 | 
-- ~ | es 
61, 800 
12, 600 


53, 400 | 
23, 300 


54, 350 

28, 000 

32, 000 

1, 169, 400 
9,000 | 

259, 400 


2, 609, 500 


2, 609, 500 


Obligations by objects 


Object classification 


Total number of permanent positions_-._ 
Full-time equivalent of all other positions 
Average number of all employees z 
Number of employees at end of year. 


01 Personal services: 
Permanent positions_-_--- 
Positions other than permanent 
Regular pay above 52-week base--- 
Payment above basic rates : 
Other payments for personal ser vices 


Total personal services 

Travel__.__ ; 
Transportation of things__- 
Communication ser vices_..-_- 
Rents and utility services - -- 
Printing and reproduction___ 
Other contractual services 
Supplies and materials 
Equipment. __- bie 
Grants, subsidies, and contributions-._- 
Taxes and assessments 

Total obligations. - 


OFFICE OF 


Presently 
available 


108 

26 
131 
130 


847 

9, USS 
2, 595 

3,515 

, 200 
145 
040 


& 


13, 
765, 
9, 

3, 
, 171, 


2, 609, 


360 


, 900 


970 
750 
438 
750 
925 
717 
505 


500 


TERRITORIES 
ADMINISTRATION OF TERRITORIES 
JUSTIFICATION 


Care and custody of Alaskan insane 


Estimated obligations _ 
Appropriated, 1956 


Estimated supplemental appropriation required 


$830, VE 


770, 000 


60, O00 


P The request for an additional appropriation of $60,000 for maintenancé 
Alaskan insane patients under care at Morningside Hospital, Portland, Oreg., 8 
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sed on current costs due to the increased patient load. The amount appropri- 
| for the fiscal year 1956 was based on an estimated average patient load of 
te while the actual patie nt load for the period July 1 through December 31, 
1955, has ranged from a minimum of 366 to a high of 368. The actual obligations 
through December 31, 1955, were $415,518, and the obligations for the period 
January 1 through June 30, 1956, are anticipated to continue at approximately 
the same rate, which would bring the total obligations to $830,000. Since the 
mount appropriated was $770,000 the anticipated obligations for the balance of 
‘ e fiscal year will result in a deficit of $60,000. 
The cost of maintenance is established under the terms of a contract between 
e Department of the Interior and the Sanitarium Co., and is based on an 
adjustment rate applicable under the wholesale price index published by the 
oa all of Labor Statistics. The maintenance cost for the period January 1 
through June 30, 1956, computed on the wholesale price index is $184—the same 
as the base rate established under the terms of the contract. 


MORNINGSIDE HOSPITAL, PORTLAND, OREG. 


Chairman Haypren. Those funds are required to take care of the 
insane patients in Alaska? 

Mr. Lausrt. At Morningside Hospital at Portland, Oreg. 

Chairman HaypEeNn. You ran short by $60,000. 

Mr. Lausit. Yes; we estimated on an average of 341 patient load 
while the actual monthly patient load for the period July 1, 1955, 
through February 29, 1956, has ranged from 358 to 368. 

Chairman HaypEn. So it is a result of more patients coming from 
Alaska? 

Mr. Laust. Yes. 

Senator Dirksen. You have not to exceed 368 patients, is that 
night? 


Mr. Laust. We figure the average patient load. 

Senator Dirksen. Is that the whole patient load for Alaska? 

Mr. Laust. Yes. 

Senator Dirksen. All of them are being taken care of in the States? 
Mr. Laust. Yes, sir. 


PENDING LEGISLATION 


Senator Dirksen. Of course, what comes into focus here is the bill 
presently pending for mental health for Alaska. 
lam a little astounded that a bill should provide for a donation of 
1 million acres of land as against a patient load here of 368 people. 
Mr. Laust. The purpose “of the donation of the land is to help the 
Territory obtain some funds, revenues, in order to get this mental 
health program going in Alaska. This has been a Federal responsi- 
bility all these years and we feel it be longs in the Territory like it does 
in any other State. 
The Territory is not financially able at this time to assume this 
responsibility at one clip, you might say. 
Senator Dirksen. Who drew that bill? 
Mr. Laust. The Interior Department and the Department of 
Health, Education, and Welfare. 
Senator DirKsEN. It has some rather astonishing provisions. 
), 000 a ere The charges are astounding but the provisions are not. 
5 ee tor Dirksen. I think I will have to take issue with you because 
not iat I said was predicated on the examination of the bill. Of course, 
that is not before us at the moment but there is a tremendous amount 
of interest in the bill. 
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Mr. Laust. There is an awful lot of interest and the interpretation 
placed on it just astounds us. It is not what the bill says. 

Senator Dirksen. Of course, I do not think it is good technique tp 
set aside 1 million acres to sustain it. I think if we are going to qo 
it, we ought to do it with money, not with a land grant. 

Mr. Lausi. We are asking for $6.5 million to help build the neces. 
sary facilities. 

Senator DirksEN. Because once this grant is made, obviously, jt 
will be pretty difficult to recall it, even though Congress would have 
power to dissolve the grant as such. I know how those things ay 
once they are done because it will be in the nature of a trust. 

Mr. Laust. Of course, they may not get anything from that land, 

Senator Dirksen. That is, of course, true but that would not help 
them any to sustain an institution up there. But that is not before 
us for the moment. 

Mr. Lavsr. Thank you, Mr. Chairman. 


BONNEVILLE PowrerR ADMINISTRATION 


STATEMENT OF SIDNEY D. LARSON, DIRECTOR, DIVISION OF 
BUDGET AND FINANCE, DEPARTMENT OF THE INTERIOR 


RESTORATION OF PAY COST REDUCTIONS 


Chairman Haypren. Mr. Larson, I am advised that the Department 
is requesting restoration of the reductions made in the estimates for 
increased pay costs for Bonneville Power Administration and the 
Bureau of Reclamation. 

Will you comment on the effect of these reductions? 

The justifications will be made a part of the record. 

(The justifications referred to follow:) 


BONNEVILLE POWER ADMINISTRATION 


OPERATION AND MAINTENANCE 


(House hearings, pp. 603-604) 
Appropriation, 1956 
Supplemental estimate, 1956 
House allowance 


(P. 40, line 2) 
AMENDMENT REQUESTED 


Page 40, line 2, strike out ‘‘$162,500” and insert in lieu thereof ‘‘$187,500”, the 
estimate, or an increase of $25,000 in the appropriation. 


HOUSE REPORT 


“The various subcommittees considered estimates submitted in House Docu- 
ment 341, totaling $274,791,771 (which excludes $3,886,825 for Senate items), 
for increased civilian pay costs during fiscal year 1956 under several laws enacted 
in the last session of the Congress, namely, Public Laws 9, 68, 94, 139, 243, and 
244, and Public Law 242 as to numerous base-pay adjustments for employees 
of the House of Representatives for which specific budgetary provision was not 
made in the latter act. 

“Amounts recommended in this chapter of the bill for these purposes total 
$274,635,771, which compares with the estimates as follows: 
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T 
Budget | Committee 


estimates | allowance Difference 





Total (excluding Senate items)... : Si $274, 791,771 | $274, 635, 771 | —$156, 000 
Deduct amounts payable from District of Columbia funds......| —7, 864, 300 —7, 864, 300 ' 


Payable from Federal funds (excluding Senate items) - - 266, 927,471 | 266, 771, 471 — 156, 000 
| | | 


“Total increased pay act costs for 1956 were estimated at $521,075,848 of 
which it was proposed to absorb $220,424,052, or about 42 percent, leaving 
$300,651,796 as the additional amount. currently requested. ‘The latter sum 
includes estimates totaling $21,973,200 submitted as part of numerous program 
supplemental items reported upon in other chapters of this report. 

“The bill includes, as section 1402, the general provision customarily included 
in pay act supplemental bills to waive, to the extent necessary on account of 
snactment of such pay acts, limitations and other provisions limiting or other- 
wise affecting or involving the payment of personal services.” 


JUSTIFICATION 


The amendment restores the $25,000 reduction made by the House in the 
supplemental estimate. This amount is for the following activities: 


| | | 
| S 2. el . 
Aporeprie-| Supple- | House | Restoration 
| tion 1956 |mental esti-| allowance |) oonested 
| tion 1956 | mate 1956 1956 requestec 

| | 


i eas ib | 5 
1, System operation and maintenance-- 7” , ..--| $5,723,400 | $127,800 | $102, 800 | $25, 000 
9. Power contracts and rates- -- aia peareate ; | 246, 100 20, 000 | 20, 000 y aaa 


3. General administration 3 630, 500 39, 700 | 39, 700 | 


25, 000 


WU ie petgheusdecseatdnian dette iedieidaiaiidnne 6, 600, 000 | 187, 500 


1 
| 
| | 


162, 500 


The restoration requested is all within 01 personal services object of expenditure 
to meet the increased pay costs resulting from pay increases provided to annual 
employees by Public Law 94. 

The estimated total cost of the pay increases for operation and maintenance 
employees within the purview of Public Law 94 is $200,000 in the fiscal year 1956. 
This amount was reflected in the 1957 budget. In January an analysis was made 
of these costs, taking into consideration actual payroll payments through Decem- 
ber 31, 1955, together with latest forecasts of requirements for the remainder of 
the fiscal year. The analysis indicated that $12,500 of the total cost could be 
absorbed due to savings in delay in filling vacant positions and $187,500 was 
required in supplemental appropriations. 

Recent floods in the Pacific Northwest have necessitated expending unantici- 
pated amounts for operation and maintenance which were not programed in 
funds already appropriated for fiscal year 1956. Furthermore, present water 
conditions and the unusually heavy snow pack throughout the Columbia Basin 
create a serious flood threat which will undoubtedly result in a strain on the 
entire operation and maintenance program. 

In litht of these facts, it is essential that these funds be restored in the amount 


of $25,000, 
BUREAU OF RECLAMATION 
GENERAL ADMINISTRATIVE EXPENSES 
(House hearings, pp. 603-606) 


Appropriation 1956 $3, 600, 000 
Supplemental estimate, 1956 170, 000 


House allowance 150, 000 
(P. 40, line 14) 
AMENDMENT REQUESTED 


Page 40, line 14, strike out “$150,000” and insert in lieu thereof “$170,000”, 
the estimate, or an increase of $20,000 in the appropriation. 
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HOUSE REPORT 


“The various subcommittees considered estimates submitted in Housy 
ment 341, totaling $274,791,771 (which excludes $3,886,825 for Senate jtems 
for increased civilian pay costs during fiscal year 1956 under several laws enaete, 
in the last session of the Congress, namely, Public Laws 9, 68, 94, 139, 243, ana 
244, and Public Law 242 as to numerous base-pay adjustments for employees of 
the House of Representatives for which specific budgetary provision was not mare 
in the latter act. 

“Amounts recommended in this chapter of the bill for these purposes tot, 
$274,635,771 which compares with the estimates as follows: 


; Doe |. 


| 


Budget esti- | Committee 
mates | allowance 


Differencs 


Total (excluding Senate items) - $274, 791,771 | $274, 635, 771 
Deduct amounts payable from District of Columbia funds , 864, 300 —7, 864, 300 


Payable from Federal funds (excluding Senate items) 266, 927, 471 266, 771, 471 


‘‘Total increased pay act costs for 1956 were estimated at $521,075,848 of which 
it was proposed to absorb $220,424,052, or about 42 percent, leaving $300,651,79 
as the additional amount currently requested. The latter sum includes estimates 
totaling $21,973,200 submitted as part of numerous program supplemental items 
reported upon in other chapters of this report. 

‘“‘The bill includes, as section 1402, the general provision customarily included 
in pay act supplemental bills to waive, to the extent necessary on account of 
enactment of such pay acts, limitations and other provisions limiting or otherwise 
affecting or involving the payment of personal services.” 


JUSTIFICATION 


The amendment restores the $20,000 reduction made by the House in the 
supplemental estimate. This amount is for the following activities: 


Supplemental) House 
estimate allowance carat 
1956 1956 ie ea cs 


Appropri- 
tion 1956 


Restoration 


1. Departmental and Denver offices_- $2, 020, 000 $62, 600 | 
2. Regional offices ; 1, 580, 000 107, 400 


$62, 600 
87, 400 $20, 000 


150, 000 2), OO 


3, 600, 000 | 170, 000 | 


The restoration requested is entirely within the ‘01 Personal services”’ object 
of expenditure and is required to meet the increased pay costs resulting from the 
pay raise granted annual employees under Public Law 94, 84th Congress. 

The estimated cost of the pay increase for employees paid from the ‘General 
administrative expenses’? appropriation for fiscal year 1956 totaled $259,000 
This amount is reported in the budget of the United States for 1957. At the 
request of the Bureau of the Budget a subsequent analysis was made of thes 
estimated costs. This analysis disclosed that through a calculated delay in filling 
certain vacancies in the organization and through other economies, and based on 
revised estimated requirements for the remainder of the fiscal year, the Bureal 
could meet its financial requirements under this appropriation with an additional 
amount of $170,000. Having effected all of the economies possible without detr- 
ment to its program, the Bureau will be unable to discharge its full administrative 
responsibilities if a further reduction in this appropriation is imposed. 

In view of the above it is essential that this reduction of $20,000 be restored 


PREPARED STATEMENT 


Mr. Larson. I would like to file my statement, Mr. Chairman, and 
I will brief it. 
(The statement referred to follows:) 
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ae,7EMENT OF SrpNEY D. Larson, Drrector, Division or BupGET AND FINANCE 


\r. Chairman and members of the committee, I appreciate this opportunity of 
ppearing be fore this committee in connection with supplemental estimates for 
fseal year 1956 for the Department of the Interior to finance increased pay costs 
»siting from legislation passed by the last session of Congress. These estimates, 
totaling $6,942,800 for the entire De spartment, were submitted to the Congress in 
Ho ise Documents 330 and 341. 

The House, in considering the estimates to meet the increased pay cost for 
ertain appropri: ations of the Department of the Interior, made reductions of 
895,000 for “Operation and maintenance, Bonneville Power Administration,’ 
nd $20,000 for “General administration, Bureau of Reclamation.’”” The House 
Jiowed $6,897,800, a reduction of $45, 000 below the estimate of $6,942,800. 


BONNEVILLE POWER ADMINISTRATION—OPERATION AND MAINTENANCE 


The budget estimate for ‘‘Operation and maintenance, Bonneville Power 
Administration,” is $187,500 and the House allowed $162,500, a reduction of 

325.000. The restoration of the reduction of $25,000 is requested. 
The total estimated cost of the pay act for operation and maintenance totaled 
=i $200,000. A careful examination of the program was made and savings were 
Which indicated in the amount of $12,500 at the time the budget was reexamined before 
01,796 submission to the Congress which resulted in the budget estimate of $187,500 that 
mat is now under consideration by the committee. Further reduction in this estimate 
items eannot be made without deferring essential work. Recent floods in the Northwest 
have created additional maintenance work which was not contemplated in the 
‘luded program for fiscal year 1956. Additional work may also be realized if the heavy 
int of snow pack causes flooding this spring. It is planned to absorb these unforeseen 
er wise costs insofar as possible and a supplemental for flood damage is not anticipated. 
For these reasons, it is requested that the $25,000 reduction made by the House 

be restored 


BUREAU OF RECLAMATION—-GENERAL ADMINISTRATIVE EXPENSES 


The be t estimate for ‘‘General administrative expenses, Bureau of Reclama- 
tion,” is $170,000 and the House allowed $150,000, a reduction of $20,000. The 
total oie ited cost of the pay act for the general administrative expenses appro- 
priation totaled $239,000. As the year progressed, a careful analysis was made 
of the needs for the remainder of the year. Delays in filling vacancies and other 
economies permitted absorbing $69,000 of the total estimate which resulted in an 
estimate of $170,000 that is now under consideration by the committee. At this 

date in the fiscal year the program has been substantially established and further 
90. Onn possibility of adjustment materially reduced. A reduction of $20,000 below the 
; estimate could be accomplished only at the expense of reducing effective overall 
administration of the reclamation program. 
object It is important that the program be continued at the current level of operation 
m the and the restoration of the $20,000 reduction made by the House is requested. 
The budget estimate for increased pay cost for other departmental appropria- 
eneral tions total $6,585,300 and the House allowed the full amount. 
9.000. In summary, Mr. Chairman, I should like to point out that the original esti- 
Kt the mates submitted by the various bureaus to the Department for initial considera- 
these uon totaled $8,255,000. Upon reexamination of the estimates, we found that we 
filling would be able to absorb $487,100 of the original estimates, thus leaving $7,767,900 
ed on which was included in the President’s budget as proposed supplementals. Just 
ureau [ae Prior to the submission of the estimates contained in House Documents 330 and 
tional 341, another examination was made and we found at that time that it would be 
detri- possible to absorb an additional $825,100. Consequently, we reduced our request 
rative to $6,942,800 which is the amount you are requested to consider at this time. I 
should like to state that it would be extremely difficult for this Department to 
tored make any additional absorptions this late in the fiscal year without retarding our 
programs. You will note that no estimate is submitted for any construction 
program. We were able to absorb the full pay increase in the construction appro- 
priations without materially affecting progress. Also, increases have not been 
requested for permanent and indefinite appropriations. 
It is requested that the restoration of $45,000 be made to the bill and the entire 
iiget estimate of $6,942,800 be approved. 


$20, 000 
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TOTAL COST OF PAY INCREASES 


Mr. Larson. The House allowed $6,897,800, a reduction of $45.90) 
below the budget estimate. 

A reduction was made in the Bonneville Power Administration jy 
the amount of $25,000, or a reduction of the estimate from $187,599 
to $162,500. 

The total cost of pay increases would be $200,000. We did mak 
a voluntary reduction to $187,500. 

Chairman Haypen. You absorbed that? 

Mr. Larson. We absorbed that amount. We do not feel we cay 
go below $187,500. As you know, there was a flood in the Pacific 
Northwest and there has been some additional maintenance 9; 
incurred as a result. 

We feel that rather than coming in for a supplemental for flood 
damage, we would rather absorb it out of our normal operating funds 
These added costs would not permit us to absorb any more of the 
pay cost than we have. 


RECLAMATION ADMINISTRATIVE EXPENSES 


For the general administrative expenses item for the Bureau of 
Reclamation, our budget request is $170,000. The House allowed 
$150,000, or a reduction of $20,000. 

The estimate of total overall cost was $239,000, which meant that 
we have absorbed $69,000 of that cost. We feel that further absorp- 
tion will be done only at the expense of cutting back on the general 
administration of the Bureau’s program. 

It is recognized that one of the main problems is to maintain good 
administration of all the programs. We feel that the restoration of 
the $20,000 is required to keep administration at an efficient level. 

Chairman Haypen. Thank you. 

Mr. Larson. Thank you, Mr. Chairman, 
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NATIONAL MEDIATION BOARD 


STATEMENTS OF FRANCIS A. O'NEILL, JR., BOARD MEMBER; 
ROBERT 0. BOYD, BOARD MEMBER; E. C. THOMPSON, EXECUTIVE 
SECRETARY; AND M. D. LEWIS, ASSISTANT EXECUTIVE SECRE- 
TARY, NATIONAL MEDIATION BOARD 


SUPPLEMENTAL ESTIMATE AND PREPARED STATEMENT 


Chairman HaypEen. We come now to an item with which Senator 
Hill is particularly familiar. 

Senator Hii. Mr. O'Neill, we have a supplemental estimate which 
we will insert in the record at this point, together with the prepared 
statement. : 

(The information referred to follows:) 


SUPPLEMENTAL ESTIMATE 


“For an additional amount for ‘Salaries and expenses’, $31,000, to be derived 
by transfer from the appropriation ‘Arbitration and emergency boards’, fiscal 
year 1956.” 

NATIONAL MEDIATION BOARD, 
Washington, D. C., March 19, 1956. 
Hon. CARL HAYDEN, 
Chairman, Senate Committee on Appropriations, 
United States Senate, Washington 25, D. C. 


Drag SENATOR HAYDEN: We are informed that the House Committee on Appro- 
priations has disapproved the requested transfer of $31,000 in the 1956 appropria- 
tion for the National Mediation Board €rom the funds for arbitration and 
emergency boards to the funds for salaries and expenses for the current year. 
This transfer was requested, with the approval of the Bureau of the Budget, 
for the purpose of paying salary increases and the increase in per diem allow- 
ances authorized by the Congress. 

We are further informed that the House committee has disapproved the 
request of the National Railroad Adjustment Board to use unexpended funds 
in the amount of $18,000 to pay for the salary increases for the members of their 
staff in fiseal 1956. This request had likewise been approved by the Bureau of 
the Budget. 

Since the request for $31,000 for the Mediation Board was sent to Congress in 
early February, we have been able through lapses to effect a saving of approxi- 
mately $6,000, with the result that we now find that we will require only $25,000 
for the balance of the year. This transfer of funds does not represent a request 
for new funds. Unless this transfer receives the approval of the Congress in 
the supplemental bill it will be necessary for the Board to take off the payroll 
on April 30, 1956, 10 mediators out of the field force of 23 men. This would 
reduce our field force approximately 45 percent for the months of May and June 
1956, which would make it practically impossible to properly take care of the 
current requests for the Board's mediation services. 

For the past several years we have had a field force of 24 mediators and an 
average backlog of 150 cases. Our backlog of cases today is approximately 200 
and to reduce the mediator force by about 45 percent would most seriously 
hamper the Board in fulfilling its functions under the Railway Labor Act. 

In the case of the National Railroad Adjustment Board, unless the Congress 
grants them relief by the transfer of the $18,000 requested to defray the pay 
increase, it will be necessary for that Board to take off the pavroll 18 regular 
employees for 2 months. It must be borne in mind that the Adjustment Board 
is composed of 36 members, 18 selected and paid by the carriers and 18 seiected 
and paid by the organizations of railway employees, which are national in scope. 


The Congress appropriates funds only for the pay of 50 employees and necessary 
office expense. 
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The National Mediation Board and the National Railroad Adjustment Bog, rd 
respectfully request that when the supplemental bill comes before your Com. 
mittee for consideration, representatives of these Boards be given the Opy 
tunity to appear before the committee and explain the need therefor. 

Very truly yours, 


Ml. 


FRANCIS A, O’NEILL, Jr,, 
Acting Chairman 


EFFECT OF DISALLOWANCE 


Senator Hitz. The estimate is for $31,000, which is to be derive) 
by transfer from the funds for arbitration and emergency boards ty 
the Mediation Board. 

The House allowed nothing for this estimate and made no coy 
ment in its report with respect thereto. 

Will you tell us briefly what the effect of the disallowance of this 
item will mean to your program if it is sustained ¢ 

Mr. O’Nem. We have stated, Mr. Chairman, the exact fact. 

The sum of $31,000 is necessary to defray the expense of pay in. 
creases passed by the Congress, plus the increase in the per diem. 

We were told by the Bureau of the Budget last fall that they would 
go along with the increase necessary to take care of the pay rais, 
On the per diem we were told that we would have to make every 
effort to absorb it. We did that. 

In January of this year, we had detailed statements as to the cost 
of this per diem and ‘they increased the deficiency from $31,000 to 
$21,000. 

Now, the House has knocked it out completely. 

Based on the assurance of thesBureau of the Budget, we have gone 
along. Now, to deprive us of that money, it w ould mean that for 
practical purposes we would have to shut down operations for the 
months of May and June of this year. 

It is one thing to say that we should spread an amount of mone) 
over a fiscal year but when you have to cram it into 2 months, it be- 
comes quite burdensome, even to the extent of shutting down ow 
operations. 

om would have to stop all travel and compel our men to take suc! 

‘ations as they may have. When that is exhausted, we have to take 
hens off the payroll. 

Senator Hitz. This just does not provide any money for any adti- 
tional personnel or anything of that kind at all? 

Mr. O’Netiu. No, no. 


PAY RAISE AND INCREASED TRAVEL 


Senator Hitt. In other words, it just meets the pay raise and in- 
creased travel expense, is that correct ? 

Mr. O’Neu. That is correct. 

Mr. Chairman, we want to be perfectly fair with the committee 
Since the time that we came up with the figure of $31,000, we have 
sharpened our pencils and we find that we can get along with $25," 
rather than $31,000. : 

Senator Hiiz. In other words, what you are asking this committee 
to do is to give you $25,000 instead of $31,000 embodied in the request’ 

Mr. O’Nemx. That is correct. 
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NATIONAL RAILROAD ADJUSTMENT BoarpD 


Salaries and expenses: The limitation in the paragraph under this heading 
in the Departments of Labor, and Health, Education, and Welfare, and related 
agencies Appropriation Act, 1956 (69 Stat. 411), is amended by striking out 
$175,000” and inserting in lieu thereof “$157,000” ;. 

Senator Hint. Mr. O'Neill, will you address yourself also to this 
estimate for the National Railroad Adjustment Board? Tell us 
how much is involved. 

Mr. O’Nemz. The amount involved there would be $18,000, but 
again, they are not asking for any new money; all they are asking for 
is permission to dip into the so-called referee funds which were appro- 
priated in the present budget. 


LANGUAGE CHANGE 


It would be a language change in the present appropriation. In- 
stead of reading $175,000, it will come down to not less than $157,000. 
They have absorbed quite a bit of this pay raise in their budget but 
it would take $18,000 to complete this fiscal year. 

Again I say it is not any new money. 

Senator Hii. No new money at all. In other words, the money 
was appropriated for this present fiscal year ? 

Mr. O’Newu. That is correct. 

Senator Hitit. But you wish to use these funds to meet these obli- 
gations due to the pay increases ? 

- Mr. O’Netu. That is correct. 

Senator Hitt. Any questions, gentlemen ¢ 

If not, thank you very much, Mr. O’Neill. 

Mr. O’Netti. Thank you, gentlemen. 


DEPARTMENT OF LABOR 


STATEMENTS OF ARTHUR LARSON, UNDER SECRETARY OF LABOR; 
EWAN CLAGUE, COMMISSIONER, BUREAU OF LABOR STATISTICS; 
AND JAMES E. DODSON, ADMINISTRATIVE ASSISTANT SECRE- 
TARY, DEPARTMENT OF LABOR 


SPECIAL WAGE SURVEYS 

Senator Hin. We will hear next from the Department of Labor, 
represented by Under Secretary Larson, accompanied by Mr. Ewan 
Clague, on the item for “Special wage survey, Bureau of Labor Statis- 
tics,” for which we have a supplemental estimate for $200,000, denied 
in its entirey by the House, with some critical comment from its Com- 
mittee on Appropriations. 

We will insert the estimate, the justifications therefor, and give 
the Under Secretary an opportunity to explain the need for these 
funds, and maybe clear up the misunderstanding which the House 
committee seems to view this item with. 

(The material referred to follows :) 


SUPPLEMENTAL ESTIMATE 
“BUREAU OF LABOR STATISTICS 


“Special wage survey: For expenses necessary to enable the Bureau to conduct 
a special wage survey, including temporary employees at rates to be fixed by 
the Secretary without regard to the civil service laws and the Classification Act 
0} 1949, as amended, to remain available until June 30, 1957; $200,000 derived 
by transfer from appropriation for ‘Unemployment Compensation for Veterans, 
Bureau of Employment Security’ fiscal year 1956.” 





350 SECOND SUPPLEMENTAL APPROPRIATION 1956 


Obligations by object 


Supplemental 
estimate, 1956 


Full-time equivalent to all other positions 
Average number of all employees 
Number of employees at end of year 


01 Personal services: 
Positions other than permanent $127, 511 


_—_————_— 
Travel 57, 240 
Dream An CO 1, 765 
Rents and utility services 6, 636 
Printing and reproduction 1, 748 
Supplies and materials 2. 648 
Taxes and assessments 2 404 


Subtotal 
Total obligations 


PURPOSE AND NEED FOK SUPPLEMENTAL FUNDS 


This supplemental requests for funds is made to provide comprehensive up-to- 
date information on the earnings of workers in the retail trade industries, 
The proposal is based upon the demand for detailed wage data by the Senate 
Subcommittee on Labor and the executive branch of the Government. The 
current urgency stems from the need of reliable nationwide data for formulating 
Federal policy on revision of the coverage provisions of the Fair Labor Standards 
Act, to be considered by the current Congress. Most employees in the retail 
trade industry are not now subject to the Federal minimum wage law. 

Because of the scope and cost of wage surveys in the retail trade industries 
the Bureau of Labor Statistics has not been able to undertake a retail wage 
survey of this magnitude with its regular funds. 


EXPLANATION OF LANGUAGE 


To permit the expeditious hiring of temporary full-time staff at such times 
and places, and over such periods as are required by the needs of the program. 
To make funds available for the expected duration of the project; and to permit 
transfer to the new appropriation, funds included in the regular appropriations 
of the Department of Labor. 


Program description 


This supplemental request for funds is made to provide comprehensive up-to 
date information on the earnings of workers in the retail trade industries. The 
proposal is based upon the demand for detailed wage data by the Senate Sul- 
committee on Labor and the executive branch of the Government. The current 
urgency stems from the need of reliable nationwide data for formulating Federal 
policy on revision of the coverage provisions of the Fair Labor Standards Act, to 
be considered by the current Congress. Most employees in the retail trade 
industry are not now subject to the Federal minimum-wage law. 

Because of the scope and cost of wage surveys in the retail trade industries 
the Bureau of Labor Statistics has not been able to undertake a retail wage 
survey of this magnitude with its regular funds. (The most recent Bureau sur 
veys have beer confined to limited-price variety stores in 1945 and department 
and women’s ready-to-wear stores in 1950. ) 

The survey will cover a representative sample of all retail trade establish 
ments, excluding only eating and drinking places. The findings will thus reflect 
the earnings of approximately 6,500,000 employees in about 800,000 stores 
(employer county units) throughout the United States. 

Information will be provided for the retail trade industries as a group and 
separately for each of the following six important industries: Department 
stores, variety stores, grocery stores, men’s and boys’ clothing and furnishing 
stores, women’s ready-to-wear stores, and drugstores. Data to be collected will 
provide average earnings for employees (other than administrative, executive, 
and professional employees), and distributions of such employees according to 
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their average hourly earnings. Separate breakdowns of the data will be pre- 
sented for the earnings of men and women and for selling and nonselling groups 
of employees. 

The size of the study will be sufficient to furnish separate tabulations for the 
United States and four broad regions—Northeast, South, Middle West, and Far 
West. Earnings information will be provided wherever possible for regional 
groupings of metropolitan areas and of nonmetropolitan areas, for retail trade 
as a group and each of the six selected industries. To the extent feasible it is 
also planned to show separately earnings informations for single store and 
uultistore firms by industry and regional tabulations. 

The data will be collected by a combination mail questionnaire and field visit. 
Approximately 15,000 retail stores or reporting units will be surveyed. Data 
will be requested for a representative payroll period early in 1956. 

Workload data 


It is estimated that approximately 15,000 schedules will be mailed to retailers 
employing one or more workers. This number of schedules is required in order 
to sample adequately the various kinds of retail trade activities and to assure 
appropriate geographical distribution since stores are found in every city, town, 
and hamlet throughout the United States. The sample selected is necessary to 
assure an adequate body of statistical information to permit detailed tabulations 
for selected industries by region, community size, and for single store and multi- 
store firms. It is estimated that 2,250 followup field visits are necessary to 
obtain unbiased results. These visits will be made to a representative sample 
of those retailers who did not respond to either the original mail inquiry of 
the Bureau or the subsequent second request. Of necessity, these field visits 
will be widely scattered and require direct collection of data from respondents 
in all or nearly all of the 48 States, 

Because the survey will not begin until late in the fiscal year 1956, work will 
extend well into fiscal 1957. For this reason, the request is for one appropria- 
tion to be available into 1957 to complete the balance of the work for this 
project. 

EXPLANATION OF ESTIMATE 
Personal services 


The estimate provides for 35.3 man-years of temporary employment at a total 
cost of $127,511. Departmental staff requirements, based on the planning, 
direction, supervision and data processing needs of similar functions, are esti- 
mated at 15.1 man-years at a cost of $56,101. 

Mechanical tabulating staff requirements of 6.2 man-years of employment at 
$19,685 reflect basic operator requirements for the processing of approximately 
500,000 cards. 

Field staff requirements of 14 man-years of employment at an estimated cost 
of $51,725 are based on the regular BLS nationwide study average of approxi- 
mately 200 data collection visits per man-year and estimated clerical assistance 
for the regional operations. 


Travel 

The estimate provides $1,200 for 40 days of administrative travel at an 
average of $30 per day, $625 for 25 days of field supervisory travel at an 
average cost of $25 per day and $55,415 for 2,995 days of collection travel based 
on an average cost of $18.50 per day. Total estimate, $57,240. 

Other nonlabor estimates are based on past experience usually at unit rates. 


RETAIL TRADE SURVEY 


Mr, Larson. This is a $200,000 transfer from the appropriation for 
inemployment compensation for veterans in the Bureau of Employ- 
ment Security, which has developed a surplus, or appears to be devel- 
oping a surplus, because of favorable economic conditions. 

The purpose of the request is to enable the Bureau to conduct over 
a 15-month period, April 1, 1956, to June 30, 1957, a one-time survey 
of wages and hours of work in retail trade in the United States. 


74919—56——23 
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You will probably recall that in the state of the Union message 
President Eisenhower, in speaking of the question of the possible ex. 
tension of coverage of the Fair Labor Standards Act, pledged the ful] 
resources of the executive branch to help study the problem of broader 
coverage. And, of course, the largest area still not covered is the area 
of the retail trade. 

So it seems a fairly obvious move that we ought to know something 
about the condition of wages and hours in this large and very impor. 
tant industry. i 

We have had a request for this survey from the Congress itself jy 
the form of a request from the chairman of the Senate Subcommittee 
on Labor, who has been taking a very active interest in this possibility 
of a survey of the retail trade. ; 

He personally conducted some negotiations with the retail people, 
and staff has been assigned from the Subcommittee on Labor to work 
on plans for such a study and they have been working with our people 
in the Bureau of Labor Statistics on such a possible survey. 

Now, I would want to stress very emphatically one point, and that 
is that the making of such a survey should not be construed to be a 
judgment in advance that any particular segment of the retail indus- 
try is going to be covered by the Fair Labor Standards Act. 

That is not the idea. The idea is to get the facts that would be 
indispensable to any intelligent and fairminded consideration of the 
problem. 

Senator Dirksen. Mr. Larson, does this imply that you are not 
deing some work in this field now ? 

Mr. Larson. Well, curiously enough, this retail-trade field has had 
very little study so far as wages and hours work are concerned. We 
have had 1 or 2 partial surveys in past years. 

There was a survey of limited price variety stores back in 1935, and 
then there was a survey of department stores in 1950, and that is about 
all that has been done. 


EXEMPT ESTABLISHMENTS 


Senator Tuyr. Some are exempt, are they not, depending on the 
number of employees? 

Mr. Larson. Practically all of them are exempt. 

Senator Ture. Your proposal is to do what, if they are exempt 
now ¢ 

Mr. Larson. The proposal is to study the wages and hours. 

Senator Turn. In other words, what you are trying to do is to 
complete or compile statistics on this. It is not a responsibility of 
yours ? 

Mr. Larson. Except in the general sense that the Bureau of Labor 
Statisties—— 

Senator Ture. You are obtaining information relative to the costs 
involved from the standpoint of what is normally referred to as the 
cost of living? 

Mr. Larson. Oh, yes. 

Senator Tuyr. But what you want to do is to go into a variety 
store that employs 2 or 3 people and you want to learn of that estab- 
lishment, what the wages are and the working hours, and so forth! 

Mr. Larson. That is correct. 
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Senator Turk. You are going to compile a general statistical data 
relative to such employees and employers relationships? 

Mr. Larson. That is correct. 

Senator Hitz. In other words, this would be a factual compilation ? 

Mr. Larson. That is correct. 

Senator Hi. To get the facts? 

Mr. Larson. That is correct. 


EXECUTIVE RECOMMENDATION 


Senator Hitz. As you say, the President, in his state of the Union 
message, recommended that the coverage be extended. 

Mr. Larson. Yes, sir. 

Senator Hirt. Now you are going to get the facts to determine 
whether or not it ought to be aba with reference to these em- 
ployees, or just what the facts are, so you will know what they are 


getting, What hours they are working, and what the conditions are? 
Mr. Larson. That is correct. 


Senator Hiri. The factual problems. 

These are funds, as I understand it, that have already been appro- 
priated that you are going to take from another source to use for 
this survey purpose; is that correct ? 

Mr. Larson. That is correct. 

Senator Hin. Any other questions ? 


TRAVEL FUNDS 


Senator Dirksen. The committee in the House brought up the ques- 
tion of $50,000 for travel and that question would arise in their 
minds, too. 

Mr. Larson. The point there is that the House committee wondered 
whether this sort of thing could not be done entirely by direct-mail 
questionnaire. It really cannot. 

This is not the sort of study that you could make just by mailing out 
a piece of paper and expecting to get the answers back. Sometimes 
youcan do that. You can do that when you have regular manufac- 
turers who are used to sending in employment, hours, or earnings data, 
which they do month in and month out and they are used to it. 

But this group has never had this kind of survey before. Even in 
our best mail surveys, we still have to send out people for personal 
Visits in order to be quite sure that we have the right sample and the 
right standards are being maintained in answering the questions. 

_ Soin this particular survey, you would not really get a usable survey 
'f you tried to do it by mailing out questionnaires. You really have 
to make personal visits. 

Senator Tayr. Do you mail any questionnaires now? Have you 
ailed any questionnaires ? 

Mr. Larson. You mean would we in connection with this? 

Senator Taye. That is right. 

_Have you tried to get any kind of information by mailing out ques- 
ionnaires to date ? 


| Mr. Larson. I take it that a considerable part of this study would be 
done 
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SAMPLING BY MAIL 


Senator Tuye. I know, but have you endeavored to date, even at. 
tempted to do any sampling by mailing out questions? 

Mr. Larson. Of this retail trade? 

Senator Tuye. Yes, sir. 

Mr. Larson. I do not believe so. 

No, because we have not made any survey of this industry excep} 
the two I mentioned. 

Mr. Cuacur. If I may answer that question, Senator ? 

We have had conferences with representatives of the retail trade 
industry, a number of conferences. As a matter fact, we had one 
scheduled for last Monday, which was called off when the House ¢. 
tion occurred because they did not think that 20 or 30 people should 
gather. 

But in that sense, we have their assurances on it. No, we have not 
mailed any questionaires or found out how many will reply. 

Senator Tuyr. That is the question I wanted to get the answer to, 

Mr. Cracur. That is right. 

Senator Dirksen. You have not made a determination as to how you 
will approach this problem yet? ; 

Mr. Larson. You mean how much the coverage will be extended? 


SURVEY PLAN 


Senator Drrxsen. The plan you have. 

Mr. Larson. The plan for the survey. 

Senator Dirksen. You have a general plan? 

Mr. Larson. It is specifically worked out. 

I would say that the Bureau of Labor Statistics is ready to go o 
this survey the moment the funds become available. 

The American Retail Federation has given us a letter pledging 


their cooperation, and that, of course, is extremely important becaus 
this is a voluntary survey. 


NECESSITY FOR TRAVEL FUNDS 


Senator Hitz. Do you think it is necessary to have these travel 
funds? 

Mr. Larson. Yes, for this kind of survey you will not have a very 
good survey unless you can make some personal visits in order to help 
out the smaller operators and so on. 

Senator Dirksen. But your people could not do much of a sampling 
job, could they ? 

Mr. Larson. That would be to make sure that you had the right 
rounding out of your sample. If you just sent out questionnaire 
what you got back would probably not be a usable sample. 

Then you have to round out your sample by personal visits in the 
right places so that you have the proper spread and distribution. 

Senator Bripcrs. What would they do when they got there? Har- 
ing gotten the survey by mail and then going out, what would they 
do, take the figure sent in by mail and check around to see whether! 
it was typical of the community? What would they do? 
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Mr. Larson. They might go in and the storekeeper might say “I 
do not know how to fill this out. I have never done it,” or the BLS 
man might go in and fill it out for him on the spot and just do the 
whole job for him, take it off his books. 

Senator Tuyr. The only question you would ask of him would be 
what ? 

It would be the number of employees, the wage per hour? 

Mr. Larson. The wages by various breaks so that you know how 
many there are, say, from 75 to 80, 80 to 85, and so on. 

Senator Tuyr. You would not have too many or they would not 
be exempt under the Wage and Hour Act, would they? 

I mean if it is a large establishment ? 

Mr. Larson. They are exempt, too, just because they are a retail 
store. It is not the size. 

Senator Hix. It is a pretty general exemption then; is that right? 

Mr. Larson. Yes. 

Senator Hitz. In other words, these people you are talking about, 
none of them are now under the Wages and Hours Act ? 

Mr. Larson. That is right. 

Senator THyr. You mean they do not come under the Minimum 
Wage Act? 

Mr. Larson. No. 

Senator Ture. None of the retail or department stores in Wash- 
ington, et cetera ¢ 

Mr. Larson. They are sometimes under State minimum-wage laws. 


STATE MINIMUM WAGE AND HOUR LAWS 


Senator THye. That was what I was asking these questions for, 
because there are State minimum wage and hour laws. 

Could you not acquire that information through cooperation with a 
State agency? That is what has been leading me to ask these ques- 
tions, because we do not want to be a party to bringing about duplica- 
tion because there are too many wandering around these different es- 
tablishments asking questions right now and I was trying to make 
certain whether you could not obtain that information from a State 
agency or whether you would be overburdening a State agency’s 
functions. 

Mr. Larson. Yes. 

Senator Torr. That is what led me to ask these questions. 

Senator Hitt, Mr. Dodson, would you like to answer that question ? 

Mr. Dodson is the Administrative Assistant Secretary. 

Senator Ture. I know the gentleman pretty well. 

Mr. Dopson. I would like to have Mr. Clague comment. 

Senator Hinz. Mr. Clague? 

Mr. Cragur. Since I am the one working with these figures, Sen- 
ator, some of the States have the minimum wages for women in retail 
trade; many do not. Many of them enforce a law but do not collect 
any statistics. 

New York State did make a major survey this year to see what they 
should do but there are no statistics of any kind in the States on which 
we could rely for the purpose. They are very limited and are usually 
only the enforcement of State law if the State has a law at all. 
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This was designed to be a study that would cover the whole Natio, 
and see what approximately the situation was like in retail trade. 
Senator Ture. That is all. 


AUTHORITY FOR STUDY 


Senator Hitz. Your authority for this study, of course, is under 
your general authority of the Department of Labor; I mean it is not 
specific ally under any wage-and-hour matter? 

Mr. Larson. That is correct. 

Senator Hixx. It is your authority to make these studies for the 
Department of Labor to get information of this kind ? 

Mr. Larson. That is correct. This will be an extremely usefj 
piece of information generally because here is one of the largest 
industries in the country and we really do not have the most ele. 
mentary wage-and-hour data for it. 

It is a serious gap in our overall economic data picture. 

Senator Hm. Any questions? 

If not, while you and Mr. Dodson are here, would you address your. 
selves to these items on the increased pay costs ? 


INCREASED PAY COSTS 
SUPPLEMENTAL ESTIMATES 


“Office of the Secretary: ‘Salaries and expenses’, $90,850, to be derived by 
transfer from the appropriation ‘Unemployment compensation for veterans’: 

“Office of the Solicitor: ‘Salaries and expenses’, $79,500, to be derived by 
transfer from the appropriation ‘Unemployment compensation for veterans’: 

“Bureau of Labor Standards: ‘Salaries and expenses’, $49,000, to be derived 
by transfer from the appropriation ‘Unemployment compensation for veterans’: 

“Bureau of Veterans’ Reemployment Rights: ‘Salaries and expenses’, $22,500, 
to be derived by transfer from the appropriation ‘Unemployment compensation 
for veterans’ ; 

“Bureau of Apprenticeship: ‘Salaries and expenses’, $200,800, to be derived 
by transfer from the appropriation ‘Unemployment compensation for veterans’; 

“Bureau of Employment Security : 

“‘Salaries and expenses’, $329,100, to be derived by transfer from the 
appropriation ‘Unemployment compensation for veterans’; 

“‘Salaries and expenses, Mexican farm labor program’, $107,000, to be 
derived by transfer from the appropriation ‘Unemployment compensation 
for veterans’ ; 

“Bureau of Employees’ Compensation: ‘Salaries and expenses’, $143,(00, 
to be derived by transfer from the appropriation ‘Unemployment compensation 
for veterans’ ; 

“Bureau of Labor Statistics: ‘Salaries and expenses’, $342,000, to be derived 
by transfer from the appropriation ‘Unemployment compensation for veterans’; 

“Women’s Bureau: ‘Salaries and expenses’, $23,000, to be derived by transfer 
from the appropriation ‘Unemployment compensation for veterans’ ; 

“Wage and Hour Division: ‘Salaries and expenses’, $481,000, to be derived 
by transfer from the appropriation ‘Unemployment compensation for vet- 
erans’;” 


Mr. Dopson. I have a very brief statement, Mr. Chairman, which 
has been passed around to the committee and ‘indicates or states that 
all of the requests for the several appropriations for the Department, 
and there are a number listed in that bill which totals $1,867,750, is 
not for additional moneys to be appropriated but for the transfer of 


that amount from the appropriation for the payment of employment 
compensation for veterans. 
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With the transfer of this amount from that appropriation, it is 
estimated that there will be ample balance remaining to meet unem- 
ployment Remeapeennpeen payments to veterans for the remainder of 
this fiscal yea 

The mae to be transferred represents the net amount needed for 
Pay Act costs. Thus, in effect, the Department is able to meet the 
cost of the Pay Act increase through transfer within the appropria- 
tions already made without asking that additional funds be appro- 
priated. This is in addition to the Department’s absorbing the cost 
of the authorized increase in travel per diem, which amounted to 
approximately $300,000. 

The attached table shows the current financial position of each 
appropr iation affected. 

(The information referred to follows :) 


. Department of Labor 





| | 
| Actual |Estims ated| | 
Amount obliga- obliga- 
| 


| Amount | of pro- | tions, 
Appropriation title | ofappro-| posed Total July 1, | Feb. 1, | rate, Ist | rate, last 
priation | supple- 1955- 1956- |7 months|5 months 
mental Jan. 31, a June 30, | 
1956 1956 | 


tions, Average | Average 


} 


| | 

Office of the Secretary ! $1, 587,000} $90, 850/$1, 677, 850/$1, 003, 872| $673,978) $143,410) $134, 796 
Office of the Solicitor 1, 732, 900 79, 500| 1,812,400) 999, 473| 812,927 142, 782) 162, 585 
Bureau of Labor Standards-.--.-.| 817, 500 49,000} 876,500) 510, 961) 355, 539 72, 994) 71, 108 

Bureau of Veterans’ Reem- | | 
ployment Rights. .-- Toate 360, 500) 22,500; 383,000) 225, 306 157, 694 32, 187} 31, 539 
pares au of Apprenticeship _ | 3,150,000; 200, 800| 3, 350, 800) 1, 953, 548) 1,397,252) 279,078) 279, 450 

Bureau of Employment Se- | 
curity. -- ----------| 5,021,250} 329,100] 5, 350, 350} 3, 0, 142) 2,216,208} 447,735) 443, 242 
Mexican Farm Labor__- 1, 735,000! 107,000! 1, 892,000] 1, 223,782) | 668,218] 174,826! 133, 644 

Bureau of Employees’ C | | | 
pensation | 2,174,500) 143,000) 2, 137, 500) 1,361,626) 955, 874 194,518; 191,175 
Bureau of Labor Statistics _- -| 6, 065, 000) 342, 000! 6, 407, 000! 3, 894, 164) 2, 512, 836) 556, 309) 502, 567 
Women’ s Bureau 348, 000| 23, 000; 371,000; 212,661 158, 339 30, 380 31, 668 
_.| 7,662,000} 481,000] 8, 143,000} 4, 323, 541| 3,819,459] 617,649} 763, 892 

| | | | 














1 These are all ‘‘Salaries and expenses’’ appropriations, 
TRANSFER OF FUNDS 


Senator Hitz. In other words, you are not asking for any additional 
money ¢ 

Mr. Dopson. No, sir. 

Senator Hiri. You are just asking for the transfer of these funds 
to meet additional costs due to the pay raise? 

Mr. Dopson. That is right. 

Senator DirksEN. Does it mean, Mr. Dodson, that in the regular 
1957 bill, you will have reduced your estimate for this item ? 

Mr. Donson. For the veterans’ unemployment. 

Senator Dirksen. It is reduced ? 

Mr. Dopson. Yes, sir. 

Senator Hiri. Senator Hayden wished to ask a question. 


MEXICAN FARM LABOR PROGRAM 


Chairman Haypren. Mr. Dodson, I want to ask you, when you 
and Mr. Goodwin testified for a farm labor program, you stated that 
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additional funds would be needed because the workload had gone up 
and that your group was going to submit a supplemental estimate: 

Mr. Dopson. Y es, sir. 

I reported that the Department was studying the problem, that j; 
had requested the Bureau for a complete report. 

Chairman Haypen. How are you making out this year? 

I understand you are bringing in more Mexican laborers than ever. 

Mr. Dopson. We are having a 1 tough time this year. We are bring. 
ing in over 400,000, whereas we had estimated we would bring in 
350,000. We are servicing 50,000 employers, whereas we were form. 
erly servicing 38,000 employers. 

The problem seems to come about by the fact of the tightened border 
control, the fact that we have a high level in the economy; that our 
domestic workers can get jobs in cities or in factories. 

We are bringing in more Mexicans than we estimated. What has 
happened is that we have just had to cut down on service. 

While we used to keep these stations open on Saturdays and service 
the farmers on the weekend, we are practically now on a 40-hour 
week, 

Chairman Haypen. That is why I am asking the question, because 
the farmers are complaining that they cannot get the service from your 
agency. 

“Mr. Dopson. We have effected all possible economies. We thought 
we would be able to get through, but we will have to cut down further 
on service before the year is through to live within the money we have. 

Chairman Haypen. If you are to render the service to the employers 
which they are expecting and import the number of Mexican na- 
tionals needed, how much additional money will be required for the 
current fiscal year? I don’t believe you will be able to give the serv- 
ice needed with your present funds. 

Mr. Dopson. As I have said, I have been talking with the Bureau 
people and in going over their situation and financial statements, 
we are short some sixty to sixty-five thousand dollars if we are to 
give the farmers the kind of service that we have been giving them 
for the past couple of years. 

Chairman Haypen. It seems to me that the Budget Bureau should 
have had an estimate up here for that amount, or “something like it. 

Mr. Dopson. We are probably partly responsible for that because 
we thought there would not be such a demand in January and Febru: 
ary, but January and February this year is more than 100 percent over 
January and February of last year, and part of the fault I think we 
have to accept as trying to judge what would be the increase in flow 
and how much we could do in the way of cutting down on service 
without getting complaints from the people. 

Chairman Haven. If this committee put in some $60,000, do you 
think that would meet the emergency ? 

Mr. Dopson. Yes, sir. 

Chairman Hayven. That additional amount ? 

Mr. Dopson. Yes, sir. 

Chairman Haypen. In view of the complaints that have come to me 
from people about the fact that they cannot do business because they 
run on a 40-hour week and all that, if seems to me that something ought 
to be done about it. 
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| am glad to have your judgment of what is needed. 

Senator DworsHak. Is that all for farm labor ? 

Mr. Dopson. Mexican farm labor. 

Senator DworsHak. Is there an increase in the South in the de- 
mand ¢ 

Mr. Dopson. Yes, sir; that has been our problem. We underesti- 
mated the increased amount. 

Chairman Haypen. I think, too, the other angle is that the strict 
enforcement has prevented the wetback from coming in so if he came 
into the United States, he came in legally and before th: at, illegally, 
and that supplied the market. 


BORDER PATROL 


Now you have a very strong border patrol and tie it down tight and 
the only way to get them is ‘legally where they comply with all the 
regulations and w where the employer agrees that if a man disappears 
he is going to pay the costs and so on. So that in that way the action 
has been that there is less illegal immigration and more legal. 

When it is legal, it has to be processed. 

Mr. Dopson. A real illustration of that is the fact that we have 
51,000 employers using the service, whereas we had 38,000. 

Chairman Haypen. The difference between the two is those who 
come into the system now who formerly got wetbacks ? 

Senator Tur. Unaccounted for. 

Chairman Haypen. I think we should have a statement from the 
Department setting forth the problem with which they are confronted, 
and outlining how they would use the increased funds which I have 
suggested this committee might provide. 

(The following statement was supplied :) 


DEPARTMENT OF LABOR, BUREAU OF EMPLOYMENT SECURITY 


STATEMENT ON NEED FOR ADDITIONAL FUNDS FOR MEXICAN FARM LABOB PROGRAM FOR 
1956 


The 1956 appropriation for the Mexican farm labor program was based on 
contracting 350,000 Mexican agricultural workers to about 38,000 American em- 
ployers. We now estimate that in 1956 414,000 workers will be contracted to 
about 51,000 employers. 

Early in the year it became apparent that the higher workloads would increase 
our costs but we decided to make every effort to absorb the additional cost. 
Howover, the increase in workloads over those budgeted has continued. In 
January and February of 1956 we contracted 116 percent more workers than in 
the same 2 months of 1955. For the balance of the year the number of workers 
contracted will also exceed the number contracted in the same period last year. 

After examining our fiscal position at the end of February it is clear that at 
least $65,000 above our original estimate of $1,888,000 or a total of $1,953,000 will 
be required if we are to avoid far-reaching and undesirable adjustments of pro- 
gram beyond those already placed into effect. 

The reception centers are already operating on a reduced basis. For example, 
we stopped all overtime and holiday work which greatly inconvenienced em- 
ployers who need the workers when required by crop conditions. Also we have 
terminated the work involved in assessing and collecting from employers for 
“skips,” those workers the employers do not return to the reception center. We 
have had complaints from employers about assessments made long after the 
worker has left his employment and when the employer’s recollections of the 
facts in the case are not as clear as they were earlier. We have also cut down 
on day-to-day maintenance of the reception centers and have discontinued the 
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filing of employee and employer records. Collections for “skips” and mainte. 
nance and filing will all have to be done at a later date, at greater cost. 

The increased demand for legal workers is the result of a number of facto; 
The availability of jobs in industry, which has been operating at very high leye)< 
has attracted workers away from the farm. At the same time, agricultura] pro- 
duction, in calendar year 1955, reached the second highest level in our histor 
For example, we have had a 1.5-million bale increase in cotton productioy 
Cotton is a heavy user of farm labor. Another important factor has been the 
virtual elimination of the employment of illegal Mexican workers in agriculture 
in 1955. This was the first full year in which wetbacks have not had a substantia| 
influence on the labor market. All of those things have accentuated the shortage 
of farmworkers. 

It is the considered judgment of the Bureau of Employment Security that ap 
additional $65,000 will be required for the balance of 1956. This will enable ys 
to again do some contracting of workers on weekends and on overtime, when re. 
quired. If we are not able to obtain the additional $65,000 we will have to make 
further serious reductions in services rendered at the reception centers and lay 
off some of the employer service and compliance representatives. 

If additional funds are not made available the already inadequate service now 
being given to employers at the reception centers will have to be curtailed fur. 
ther. This would involve using less temporary staff needed to assist in the con. 
tracting of workers toemployers. Without these employees we would not be able 
to meet the farmer’s spring demand for workers at the time they need them. The 
farmers would have to wait for workers until they could be processed by the 
reduced staff available. 

Without additional funds we would also have to defer necessary work being 
done by employer service and compliance representatives. This would mean 
that the number of visits made to employers to explain the program and avoi( 
disputes arising would have to be curtailed. Also we would not be able to ad. 
judicate employer and worker complaints with reasonable promptness. At the 
present time there is already a 2-week delay in investigating many complaints 
Our experience is that the longer the time that elapses between the filing and 
the settling of a complaint, the more costly it is to handle. For example, workers 
return to Mexico and have to be contacted by mail instead of in a face-to-face 
interview. Also, after a time the facts in a case are harder to obtain and more 
questions arise as to what are the facts in a case. 


Senator Hinz. Any further questions, gentlemen ? 
Thank you very much, Mr. Secretary. 


RATLROAD RETIREMENT BOARD 


STATEMENTS OF COL. RAYMOND J. KELLY, CHAIRMAN; HORACE VW. 
HARPER, MEMBER; THOMAS M. HEALY, MEMBER; FRANK J. 
McKENNA, CHIEF EXECUTIVE OFFICER; GEORGE F. PUSACK, 
CHIEF EXECUTIVE ASSISTANT; AND MICHAEL RUDISIN, DIREC- 
TOR OF FISCAL ACCOUNTS, RAILROAD RETIREMENT BOARD 


INCREASED PROGRAM AND PAY COSTS 


Senator Hiu.. The next item is “Salaries and expenses, Railroad 
Retirement Board,” for which we have a supplemental estimate for 
$888,000, to be derived from the railroad retirement trust account, of 
which $393,000 is budgeted for the increased pay costs, and the balance, 
$495,000, to meet increased program requirements. The House al- 
lowed $548,000, directing that this covered the full amount of the 
increased pay costs, and $155,000 for program costs. 

We will insert the estimate, the justifications therefor, and any 
prepared statement you may have, Colonel Kelly, and give you an 
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opportunity to explain to us briefly the consequence of the House cut, 
if sustained. 
(The justifications referred to follow :) 


SUPPLEMENTAL ESTIMATE 
“SALARIES AND EXPENSES, RAILROAD RETIREMENT BOARD (TRUST FUND) 


“For an additional amount for ‘Salaries and expenses, Railroad Retirement 
Board (trust fund),’ $888,000, to be derived from the railroad retirement 
account.” 

This proposed supplemental amount is necessary to provide the Railroad 
Retirement Board with additional funds required to meet part of the cost of 
increased workloads resulting from the act of August 12, 1955 (Public Law 383), 
increasing maximum annuities of wives and removing certain restrictions 
against survivor beneficiaries receiving full benefits; the act of September 1, 
1954 (Public Law 761), amending both the Railroad Retirement and Social 
Security Acts with respect to the work clause and the exclusion of periods of 
disability in calculating average wages and benefit payments; and $393,000 to 
cover the cost of pay increases granted by the act of June 28, 1955 (Public 
Law 94). 

On September 26, 1955, and December 23, 1955, this account was apportioned, 
pursuant to section 3679 of the Revised Statutes, as amended, on a deficiency 
basis indicating, respectively, a need for additional funds to cover the cost of 
pay increases and additional program needs. These actions were reported to 
the Congress by the Director of the Bureau of the Budget on those dates. 


Program and financing 


Presently Revised ; 
available estimate Difference 


PROGRAM BY ACTIVITIES 


| 
| 


Maintenance of accounts of employee earnings. - - - $551, ¢ $551, 370 | 


2. Processing and certification for payment of initial claims__-- 4, 327, 4, 679, 112 | 
3, Monthly recertification and payment of awarded claims--- 771, 915, 269 
4, Hearings and appeals...........-_- 2 eta 42, 41! 42, 415 
5, Actuarial services 4 149, 329 | 149, 329 
650, 505 | 650, 505 





Total obligations 6, 493, 000 | 6, 988, 000 | 495, 000 
Supplemental required for pay increase..............--..--.-- —393, 000 | 393, 000 
Total available for obligation ‘ 6, 100, 000 | 6, 988, 000 


FINANCING | 
Limitation or estimate_- 6, 100, 000 | 6, 988, 000 


STATEMENT OF THE RAILROAD RETIREMENT BOARD ON THE SUPPLEMENTAL APPRO- 
PRIATION BILL FOR THE FIscaL YEAR 1956 


Mr. Chairman and members of the committee, the Railroad Retirement Board 
is an independent agency in the executive branch of the Federal Government. 
It administers the Railroad Retirement Act and the Railroad Unemployment 
Insurance Act which provide a system of social insurance for railroad employees 
and their families. 

In our appearance yesterday in support of our regular appropriation request for 
the fiscal year 1957, we described the composition of the Board which consists 
of a labor member, a management member, and the Chairman who represents 
neither railroad management nor labor, and described briefly the general activi- 
ties of the Board and its financing through tax collections, in equal shares from 
employers and employees, which are transferred to a trust fund for the payment 
of benefits and administrative expenses. 

Our presence here today is for the purpose of supporting a supplemental 
appropriation request for the fiscal year 1956 of $888,000, consisting of $393,000 
to cover increased rates of pay and $495,000 to cover the cost of adjustments in 





362 |= SECOND SUPPLEMENTAL APPROPRIATION BILL, 1956 


benefit payments and policing activities required by recent amendments to the 
Railroad Retirement Act, the cost of processing claim receipts in excess of the 
number originally estimated, and other activities described in detail in the 
justifications. 

It is thought appropriate at this time to point out that this request is not g 
request for an appropriation from general funds of the Treasury. Rather it jg 
a request to transfer money from one trust fund to another, and, as such will haye 
no effect on the total amount of the Federal budget. 

A careful review of the Board’s budgetary situation as of the close of the ac. 
counts for February 1956, has emphasized the urgent need for the full amount of 
our supplemental request, not only because of the certainty that the reviseg 
estimates of workloads will be realized or exceeded, but because of the emergence 
of two cost factors which were not taken into consideration when our Supple. 
mental request was compiled: 

1. While the increased difficulties and complexities arising from amendments 
to the act were taken into consideration, we had little experience with them as 
a basis for accurately estimating the additional costs involved. However, we 
now know that the additional costs were not fully covered in our revised esti. 
mates, the revised cost in the major activity of processing and payment of 
initial claims, for example, having been underestimated by 714 percent in com. 
parison with actual results through December 1955. 

2. Initial returns from the expanded policing program which was in full swing 
by February 1, 1956, disclosed that in addition to the work of analyzing returns, 
suspending, readjudicating and reinstating benefit payments, and recovering 
overpayments, there will be a heretofore unanticipated task of examination 
of about 20,000 cases and adjustment of a large portion of them, representing 
Railroad Retirement beneficiaries whose present payments were calculated under 
one formula and by reason of their reports of covered social security employ- 
ment showing that they have attained entitlement under the Social Security 
Act, will require calculation of their railroad benefits under a different formula. 

In addition to Mr. Harper, the labor member, and Mr. Healy, the management 
member of the Board, we have with us Mr. Frank J. McKenna, the Chief Execu- 
tive Officer, Mr. George F. Pusack, the Chief Executive Assistant, and Mr, 
Michael Rudisin, the Director of Fiscal Accounts, who are prepared to answer 
any questions which the members of the committee may wish to ask. 


JUSTIFICATION OF SUPPLEMENTAL APPROPRIATION ESTIMATE FOR 1956, Satanirs 
AND EXPENSES, RAILROAD RETIREMENT Boarp (Trust Account) 


These justifications cover a supplemental appropriation request of $888,000 
for “Salaries and expenses, Railroad Retirement Board (trust account)” for 
the fiscal year 1956. This supplemental appropriation request of $888,000 con- 
sists of $393,000 to cover pay increases and $495,000 to meet increased program 
requirements. The program increase of $495,000 is necessary because of (1) the 
enactment subsequent to the transmission to the Congress of the estimates for 
the appropriation involved, of laws requiring expenditures beyond administra- 
tive control, and (2) an emergency involving the immediate welfare of indi- 
viduals to whom payments are required to be paid in accordance with formulas 
prescribed by law. The cost increases to be covered by the supplemental appro- 
priation request are as follows: 


1. Provision for nonrecurring work resulting from the enactment of 
Public: Law 383 approved Aug. 12, 1956_........_....___ _.-- ~ $155, 436 

2. Provision for making disability freeze wage certifications to the 
mocked Gacwrita: A Guebiateetion oo ho cee _ 44,106 
. Increase in regular claims load 131, 806 
. Provision for expansion of policing programs______--.___________ 1438, 672 
. Provision for the exchange of departmental and field employees_____ —20, (00) 
rot IIT IE PER no Sh ae el 393, 000 


Total supplemental appropriation requirements______________ 888, 000 


EXPLANATION OF REQUIREMENTS BY ACTIVITY 


1. Nonrecurring work resulting from Public Law 383 

On August 13, 1955, the President approved Public Law 383 which made two 
significant changes in the Railroad Retirement Act. The more important one 
raised the maximum wife’s annuity from $40 to $54.30. The second removed 
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the restriction against a survivor beneficiary receiving a full railroad survivor 
annuity when qualified for social security benefits at the same time. These 
changes required the adjustment of approximately 90,000 cases to reffect new 
monthly benefit rates, although the actual number of cases examined were 
greater. 

Approximately 77,000 wives being paid the previous maximum rate of $40 
had their annuities increased by an average of about $12.50 a month. Higher 
annuities also became payable to an additional 3,000 wives who had been getting 
jess than $40 a month only because they are also receiving old-age and social- 
security benefits. These cases generally were processed mechanically. 

In some 2,000 other cases in which the social-security minimum provision 
applied, the wife’s pro rata share of the amount guaranteed the family was 
slightly more than $40. In these cases, the increase in the wife’s annuity will 
be Wholly or partly offset by a decrease in the employee’s annuity, but the 
couple’s total combined benefits will not be less than before. Because of the 
special circumstances surrounding these 2,000 cases, the new benetits will be 
computed by the Bureau of Retirement Claims on abbreviated award forms 
and then transferred to punch eards. 

Because of the removal of the survivor dual-benefit restriction, approximately 
7,000 widows and about 100 children and parents will have their benefits increased 
at an average of about $20 a month. Some of these cases will be processed 
manually, and others processed mechanically. 

In addition to the above, there are some 2,000 cases in which the employee’s 
annuity was $80 or more, but the wife’s annuity either could not have been 
awarded because the wife was receiving an old-age social-security benefit larger 
than $40, or the wife’s annuity had been reduced by the amount of an old-age 
benefit to less than $2.50, and was therefore paid as a commuted lump sum. 
These cases were largely identified from the research punch card files and are 
being reviewed by the bureau of retirement claims, which will award or re- 
instate cases in which benefits or additional benefits are now payable. 

Similarly, several thousand survivor cases are being reviewed where the bene- 
ficiary never was awarded a benefit or the benefit was terminated or commuted 
under the restriction against survivor dual benefits in the old law. 

Although the greatest portion of the adjustments in benefits rates were handled 
mechanically, a significant number will require costly manual processing. The 
work required to effect adjustments mechanically, after the planning and pro- 
cedural work, involves a series of operations. It is necessary to segregate the 
eards for the cases requiring adjustment and to prepare listings of such cases, 
Addressograph plates must be pulled for related cases, punchcards prepared 
from the plates, and 2 puncheard files collated and discrepancies reconciled. New 
benefit amounts are then mechanically computed and punched into a set of cards, 
Addressograph plates must be corrected to reflect new benefit rates, folder cards 
prepared and filed in claims folders, and the statistical files of the office of 
Director of Research corrected. Appropriate notices, of course, accompany the 
benefit checks reflecting the new rates. Inquiries from beneficiaries relative to 
changes in benefit payments also have a substantial impact on both headquarters 
and field activities. 

The unabsorbed portion of the costs of the various offices participating in this 
work are estimated as follows: 


Man-years Personal Other Total 
services costs costs 


Office of Director of Fiscal Accounts 6 $9, 251 $1, 500 $10, 751 
Bureau of Retirement Claims._................-..---- 4 97, 374 97, 524 
Office of Supply and Service___- . 10, 165 10, 165 
Bureau of Wage and Service Records-___-_.-...-.....- ‘ 3, 960 386 4, 346 


Regions 3 21, 150 
Penalty mail costs 11, 500 11; 500 





Total board 32. 4 | 139, 000 | 16, 436 155, 436 
| | 
| 


2. Disability freeze certifications 

The disability freeze certification cases represent a new workload for which 
provision was not made in the 1956 regular appropriation. The disability freeze 
provision of the amended Social Security Act is designed to protect the benefit 
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rights of disability employees, in that it eliminates periods of disability of six 
or more continuous calendar months in determining a claimant’s insurance statns 
and average monthly earnings. During 1955, 33,986 disability freeze certificg. 
tions were made to the Social Security Administration with an expenditure ot 
7.4 man-years representing productivity of 4,592.7 certifications per man-year 
With productivity of 4,626.1 cases per man-year anticipated for 1956 a total of 
11.5 man-years will be required to handle the 53,200 cases estimated for 195¢ 
Since only 2.7 man-years of this work can be absorbed within the present appro. 
priation the difference of 8.8 man-years representing estimated total costs o¢ 
$44,106 must be provided by a supplemental appropriation. F 


3. Increases in regular claims load 


The regular 1956 appropriation made provision for handling 135,400 claims 
dispositions with scheduled productivity of 201 units per man-year. The lates 
estimate of claims dispositions for 1956 is 145,390 cases. With productivity of 
216.7 units per man-year now estimated for 1956 total requirements for the 
current year for claims development work are 671 man-years. Since the present 
appropriation now provides only 642.8 man-years the difference of 28.2 map. 
years for this operation must be covered by a supplemental appropriation. 

The supplemental amounts required to bring headquarters and field allow. 


ances for this activity to the levels necessary to handle the claims load for 195¢ 
are as follows: 


| 


Man-years | 
i 5 | Services costs 


1 

Personal | Other 
| 
| 


Field 


| 

| | } 
Departmental - . 

| 
Total board _- | 


Increases in amount of time devoted by the field to the retirement program are 
accompanied by increased allocations of both personal service and other costs to 
the retirement appropriation. 


4. Policing program 


Extensive changes in both the scope and character of policing the benefit status 
of retirement and survivor beneficiaries have been made necessary by Public 
Law 761, enacted September 1, 1954, which provided for the application of the 
social security work clause to railroad beneficiaries. The effect of these changes 
was not fully reflected in the 1956 appropriation request in that no provision was 
made for a necessary expansion in policing activities. Effective January 1, 1955, 
the 1954 amendments to the act included a change in the manner of applying work 
deductions to survivor insurance annuities and to those retirement and spouse's 
annuities increased under the overall SSA minimum provisions. Under the 
amendments, an annual earnings test is applicable for all such annuitants less 
than 72 years of age who are employed in the United States. Beneficiaries who 
are employed outside the United States became subject to work deductions either 
by a reason of this annual earnings test or by reason of work in more thal 
7 calendar days in a month. Beneficiaries may earn as much as $1,200 ina 
taxable year (usually the calendar year) in employment for hire outside the 
railroad industry, or in self-employment, without loss of any benefits. (A benefit 
must be suspended for any month in which the beneficiary does any work for pay 
in the railroad industry.) If a person earns more than that amount, his annuity 
must be suspended for one or more months, depending on the amount of earnings 
and the extent of the work. The previous work clause required the suspensiol 
of benefits whenever the individual earned over $75 per month. 

Prior to the change in work restrictions, the only cases policed were disability 
annuitants under age 65 and widows receiving current insurance annuities 
These two classes of beneficiaries represented a total annual load of approxi- 
mately 55,000 cases. 

Now, annual policing questionnaires are to be sent to all survivor insurance 
beneficiaries, all retirement annuitants and spouse annuitants who have had 
their annuities increased under the overall SSA minimum provisions, throug! 
the year in which the annuitant attains age 72, and disability annuitants under 
age 65. These classes of beneficiaries represent a total annual load in 1956 of 
approximately 200,000 cases. 
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The enforcement of the new work restrictions will become a major policing 
problem only after the first full year of operation or January 1, 1956. During 
fiscal year 1955 the usual policing operations were conducted in connection with 
disability annuitants under age 65 and widows receiving current insurance 
annuities, representing a total of 55,000 cases. In addition, a pamphlet was 
sent to approximately 107,000 payees early in December 1954 informing them of 
the new work restrictions. Part of the pamphlet was a tear-off form on which 
the payee was to report any event which required the adjustment, suspension, 
or termination of payments. However, the actual policing of these bene- 
ficiaries Will begin in January 1956 when an annual policing questionnaire will 
be sent to each such beneficiary then on our rolls. Mailing cards will be pre- 
pared from addressograph plates in the office of fiscal accounts and puncheard 
controls will be established to cover these cases, to insure the return of the 
form. Questionnaires will be examined; correspondence prepared to obtain 
required information omitted or to obtain a properly executed questionnaire ; 
claims folders will be pulled for cases in which the questionnaires indicate 
necessary adjudication action; monthly benefits will be adjusted; and action 
taken to effect recovery of overpayments where indicated. Tracer letters will 
be sent for each questionnaire not returned within 30 days. If a questionnaire 
is not received within 30 days after the release of the tracer letter, the field 
service Will be requested to investigate and secure the required information. 
It is estimated that the field service will be required to follow up on approxi- 
mately 30,000 of the questionnaires released. 

The operations in both headquarters and the field will be affected significantly 
by this expansion in the character and scope of the policing operations in the 
Board. The release of these questionnaires will result in many requests in 
field offices or at itinerant points for assistance in completing the questionnaires. 
The concern on the part of most recipients of benefits usually results in an 
attempt to furnish the exact information requested in a questionnaire. The 
matter of employment, or receipt of benefits under the Social Security Act, or 
from some other source, requires considerable explanation and any general 
distribution of a questionnaire results in heavy demands on field offices. The 
tield investigations required to follow up on questionnaires not returned will 
represent a significant cost increase in both personal services and travel. 

The work restriction clause could be enforced in a way which would result 
in the denial of benefit payments until the facts with respect to each case have 
been determined, but this would impose a hardship upon individuals through 
withholding benefits until continued entitlement is fully established and thus 
affect their immediate welfare. Conversely, the Board could continue the pay- 
ment of benefits until the continued entitlement or suspension is determined 
at a later date, which could result in overpayments for a substantial period. 
It appears that policing offers the only feasible method of dealing with the 
problem. Experience indicates that if the proposed policing activities are not 
carried out promptly, it is possible that overpayments averaging about $72 
per month for 9 months can occur, at a total estimated cost of $567,000 which 
if carried forward for an additional 12 months could reach a total of $1,300,000. 
By carrying out this operation in the first half of calendar year 1956, it is 
anticipated that possible overpayments can be held to a minimum and substan- 
tial savings effected. 

The estimated requirements to handle the increased workloads in the policing 
operations are as follows: 


years services costs costs 


“Me sth eis 
| Man- Personal Other Total 


j 


i | oy a 
Headquarters. ......----- eee eas 2 eS A 10.5 | $33,650 | $152 | $33, 802 
Field oe ae Me oes 20.8 | 94, 750 | 15, 100 | 109, 850 


Total... = ‘ 31. 128, 400 15, 252 143, 652 





). Brchange of departmental and field personnel 

The provision for the exchange of departmental and field employees will 
require an expenditure of $20,000, consisting of $10,500 for personal services 
and $9,500 for travel costs. Under this training plan, selected field employees 
from each region will be detailed to the Bureau of Retirement Claims for a 
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month, replaced for that period by the same number of employees from thp 
Bureau of Retirement Claims. 

The program for exchange of employees is the culmination of considera}), 
study given over the years to the problem of correlating the work of the fiejg 
with that of the headquarters office. This work has become increasingly (iff. 
cult and complex because of the numerous amendments to the law and it has 
been found as a result of our studies that the exchange of employees will no 
only enable the Board better to serve the annuitants and potential annuitants, 
but it will also result in more complete and efficient handling of claims ang 
inquiries. At the time the Board’s original estimate was submitted to the 
Bureau of the Budget, the Board had been so engrossed in the immediate 
adjudication of pending claims, and in the handling of a flood of inquiries. 
brought about by the amendments of the Railroad Retirement Act and the 
Social Security Act that its attention was focused on the day-to-day operations 
rather than on planning and programing for the future. The enactment of 
frequent amendments to the acts (1951, 1952, 1954, 1955) has resulted in q 
progressive accumulation of new problems of adjudication and handling of 
inquiries to the point where it is no longer feasible to defer the necessary 
improvement in training of personnel and in the techniques of operation. 

6. Pay increases 

The esimate of $393,000 to cover the costs of the new rates of pay provided by 
Public Law 94 covers increases of $369,848 in personal service costs and related 
increases of $23,152 in other objects of expense. The increases in pay rates 
were accompanied by increases in employer payments for life insurance and for 
social-security taxes. Also, increases in pay rates caused related increases jp 
the amounts required to cover payments to other agencies, such as payments to 
the General Services Administration for the maintenance of the headquarters 
building and payments to the Social Security Administration and the Office of 
the Treasurer for services rendered the Board. 


EFFECT OF HOUSE REDUCTION 


Colonel Ketty. Mr. Chairman, the cut made by the House would 
very seriously handicap us in handling the benefit payments and polic- 
ing activities and other details which are required by these recent 
amendments to the Railroad Retirement Act. 

Senator Him. These are the ones we passed during the last session 
that you are addressing yourself to? 

Colonel Ketty. That is correct. 

The details I will ask Mr. Pusack to explain in a moment, but I 
would like to point out that this is not a request for a general appro- 
priation from the Treasury. It is a question of the transfer of money 
from one trust fund to another and, as such, will have no effect on the 
total of the Federal budget. 

Senator Hii. What you are telling us is that these funds are all 
derived from taxes imposed on railroad managements and labor? 

Colonel Ketiy. That is right. 

Senator Dirksen. Apparently you have the authority to transfer! 

Colonel Ketiy. Yes, sir. 

Mr. Pusackx. We do not without specific authority by the Congress. 

Senator Dirksen. Do you have that authority now? 

Mr. Pusack. We have it in the amount defined by the Appropria- 
tions Committee and that is what we are here for, is asking for av- 
thority for a specific amount to be transferred from the benefit trust 
fund to the administrative expense fund to conduct this increased 
workload. 

Senator Dirksen. Does that raise a legislative question ? 

Mr. Pusacx. That is a basic arrangement by which the appropria- 
tion has been handled from year to year since I think about 1951. 
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Chairman Haypen. There must have been authority of law to au- 
thorize the use of these funds and Congress simply fixes the amount. 


AUTHORITY FOR TRANSFER 


Senator Dirksen. I think you might put a little statement in the 
record showing the legislative authority for taking from one trust 
fund and adding it to another. 

Mr. Pusack. W e will furnish that for the record. It is not covered 
in this brief. 

(The information referred to follows :) 


LeGISLATIVE HisToRy OF THE ESTABLISHMENT OF THE APPROPRIATION ACCOUNT 
“SALARIES AND EXPENSES RAILROAD RETIREMENT Boarp (TRUST FUND)” 


Section 15a of the Railroad Retirement Act provided for the creation of the 
railroad retirement account and authorized the appropriation to the account for 
each fiscal year of an amount sufficient to provide for the payment of annuities, 
pensions, and death benefits in accordance with the provisions of the Railroad 
Retirement Act. Section 16 of the Railroad Retirement Act authorized the 
appropriation from time to time of such sums as may be necessary to provide for 
the expenses of the Board in administering the provisions of the act. 

In accordance with these provisions, prior to fiscal year 1950 separate appro- 
priations for major objects of expense of the Board were made from general 
funds of the Treasury. Concurrently an amount equal to the total of such 
appropriations was deducted from the amount to be appropriated to the railroad 
retirement account, in determining the final amount to be appropriated to the 
railroad retirement account. This method of appropriation proved to be cuim- 
bersome and difficult of explanation because of the frequent adjustments of the 
appropriations to the railroad retirement account, required by reductions in ad- 
ministrative appropriations by the Congress and the enactment of supplemental 
appropriations for salaries and expenses. 

At the request of the House Appropriations Committee, appearing at page 
36 of the House of Representatives report No. 1519, relating to H. R. 5728 cover- 
ing the Department of Labor, Federal Security Agency, and related independent 
offices appropriation bill, fiscal year 1949, the Bureau of the Budget suggested, 
and the Railroad Retirement Board adopted, the establishment of the adminis- 
trative expense appropriation, “Salaries and expenses, Railroad Retirement 
Board (trust fund)”, to be derived from the railroad retirement account. The 
establishment of this account is commented on at page 52 of the budget for fiscal 
year 1950 as follows: “Extensive changes are recommended in the appropriation 
structure of the railroad retirement bill for 1950. The appropriations for ad- 
ministrative expenses have been consolidated. Heretofore, these appropriations 
have been treated as general fund appropriations, with offsetting deductions to 
reimburse the general fund from the taxes collected in support of the railroad- 
retirement program. In 1950, this appropriation will be derived from the rail- 
road retirement account (trust fund). Public Law 141, 81st Congress, first in- 
cluded the administrative appropriation as a trust fund item. 

In 1951, by title V of Public Law 134, 82d Congress, the method of making 
appropriations to the railroad retirement account was modified, and this act 
also provided for the payment for expenses necessary for the Railroad Retire- 
nent Board in the administration of the Railroad Retirement Act, as specifically 
provided for under the same title. In 1952, the method of making appropriations 
to the railroad retirement account was further modified by title V of Public 
Law 452, 82d Congress, which reads as follows: “Payment to railroad retirement 
account: For annual premiums after June 30, 1952, to provide for the payment 
of all annuities, pensions, and death benefits, in accordance with the provisions 
of the railroad retirement acts of 1935 and 1937, as amended (45 U. S. C. 228— 
228s), and for expenses necessary for the Railroad Retirement Board in the 
administration of said acts as may be specifically authorized annually in appro- 
priation acts, for crediting to the railroad retirement account, an amount equal 
to amounts covered into the Treasury (minus refunds) during each fiscal year 
under the Railroad Retirement Tax Act (28 U. S. C. 1500-1538).” The latter 
appropriation language has remained unchanged to the present date. 


74919—56——-24 
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While it will be seen from the above that while there was no change in ty, 
Railroad Retirement Act, it is believed that the permanent appropriation lan. 
guage enacted in Public Law 452, 82d Congress, cited above, and the enactmep 
by the Congress from year to year of the appropriation language covering the 
trust fund administrative appropriation for each fiscal year constitutes legigjs. 
tive authority for the transfer of the amounts specified by the several appro. 
priation acts from the benefit trust fund to the administrative expense trys, 
fund. 


AUTHORIZATIONS FOR ADMINISTRATIVE PURPOSES 


Mr. McKenna. It is not really a transfer from one trust fund +, 
another. We have only one trust fund, the retirement trust fund. 

It is simply an authorization to take funds from there to be used fo; 
administrative purposes. The funds can be used for two purposes, 
benefit payments and administrative expenses in order to pay tho 
benefits. 

Senator Dirksen. Actually, then, you are taking out of one appro: 
priation account for another ? 

Mr. McKenna. That is right. It is the purpose for which it js 
spent rather than the transfer of funds. 

Colonel Ketiy. I misunderstood your question. We do have to have 
authority for this action. 

Senator Dirksen. I was wondering whether there was authority i) 
your basic act. 

Colonel Ketiy. Yes. 

Senator Hitz. Colonel, would you briefly summarize for us what 
would be the effect if we do not give you the full amount of the budget 
estimate ? 

Colonel Krtiy. I would like to have Mr. Pusack give you the effec 
on our operations in detail. 

Mr. Pusackx. The items for which no funds were authorized were 
$132,000 for processing increased claim receipts, $144,000 for an exten 
sion of a policing program, $44,000 for making certain disability 
recertifications for the Social Security Administration, and $20.00 
to initiate an exchange training program between field and depart- 
mental employees to familiarize each of them with the work which is 
done either in the field or in the headquarters office. 

Basically, the committee’s action means that the Board’s rate of 
expenditure for the last 5 months of the fiscal year must be held toa 
monthly average about equal to the actual average during the first 7 
months of the year and a careful analysis of the budget of the Board 
discloses that the maintenance of that expenditure rate will not per- 
mit the completion of the Board’s scheduled operations by the clos 
of the fiscal year for the following reasons : 

Retirement claims operations and expenditures normally are heavier 
during the last half of the year because claims receipts are highest 
during January, February, and March. 

In addition, during the last half of 1956 the policing program is 
expected to add 5,500 adjustment items to the regular load. 

Therefore, the level of claims work during the last 5 months will 
have to be 15 percent higher than during the first 7 months in order to 
maintain our claims payment record. 

In addition to maintaining its regular activities, our Bureau of 
Wage and Service Records, which maintains employees’ accounts. 
must process the reports from annual reporting employers which con- 
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situte about half their workload, summarize all its accounts, and pro- 
duce the account ledgers and certificates of compensation and service 
during the period Februar y through May at a rate of about $80,000 
higher than the rate for the first 7 months of the year, 

Now, 90 percent of the additional work in this policing program 
‘hat we want to do must be done during the period March through 
June, involving the use of overtime and temporary personnel. Then 
all of this exchange training, we propose to start in May. 


EFFECT OF HOUSE REDUCTION 


In view of the above, it is apparent that all the board’s scheduled 
activities could not be completed within the limits of the reduced 
appropri: ition. Specifically, we would have to take the following ac- 
tions to meet the cut: 

We would have to reduce to the greatest extent possible the proposed 
polic ing work. 

Senator Hitz. Do what? Reduce your policing work ? 

Mr. Pusack. To the greatest extent possible. 

We are in a sort of quandary there; how much policing work will 
we reduce and how much claims work will we reduce ? 

The reduction in this policing work may result in possible loss of 
about $300,000 in trust fund assets represented by overpayments which 
would be discovered by the policing program if it were carried through 
to its conclusion. 

Now, these operations in their initial stages have already developed 
10,000 cases of overpayment which we cannot now ignore. That will 
require the expenditure of a substantial amount of what money we do 
have which would otherwise be available for claims processing. 

Also, we would have to decrease 1956 claims processing by an in- 
determinate number, probably about 9,200 claims, thereby increasing 
our backlog, which would mean that all applicants for initial claims 
payments would have to wait at least 3 weeks longer for their first 
chec ks. 

The increase in the backlog would probably be greater than indi- 
cated, due to the necessity to reply to a large volume of correspondence 
which would pour in from applicants, labor organization officials, 
Members of Congress, once the increasing delay became apparent. 
rhen we would also have to cut out this exc hange training program. 

Now, our budget is composed about 82 percent ‘of si alaries and about 
18 percent of miscellaneous expenses, and of the miscellaneous ex- 
penses, about half or $600,000 a year, are items almost beyond our con- 
trol, like rental, payments for penalty mail, payments to other agencies 
for doing things for us that we could not possibly cut down. 

So, in order to economize and make this saving of $340,000 in just 
one-quarter of the year, we would have to retreat almost wholly to 
salaries and that would mean furloughing about 300 people during 
the remainder of the year, probably starting about the 1st of May, 
with the chance that we would lose most of them in view of the 
present labor market, and probably be put to almost as much expense 
retraining new people as the saving that they want to make here. 

Senator Hix. Any questions, gentlemen ? 


. 
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TOTAL PERSONNEL 


Senator Dirxsen. I see if this is allowed, you would have {39 
people. Is that your overall personnel ? 
Mr. Pusack. Yes, sir, for retirement purposes. 


BACKLOG ON INITIAL CASES 


Senator Dirksen. What is your normal backlog from mont), ; 
month on initial cases? 

Mr. Pusackx. Well, it runs in the neighborhood of about 14,000 jy 
15,000; that is what the budget contemplates as our normal pending 
load. We have been trying to get below that figure but that seems ty 
be the normal volume bey ond which we cannot go without really put. 
ting ourselves to unnecesary expense in reducing it. 

Senator Dirksen. Is that about your backlog at the end of the 
fiscal year ¢ 

Mr. Pusack. That is the backlog at the end of the fiscal year. 
During the winter months, it goes up at times higher than that and 
has gone as high as 17,000. 

As I say, with this we would probably finish with a backlog of about 
24,000 because there would be nobody there to do the work. 

Senator Dirksen. Does this recertifying mean that you have to 
through the whole catalog of claims and check them and recertify 
them? 

Mr. Pusack. Well, the recertification process is really twofold, 

One is that each month we take the established roll of beneficiaries 
and balance it after having made the changes that occur all during the 
month and write checks and, as you know, our disbursing officer has 
to certify that the amounts on the checks are proper and so on. 

That does not represent any adjudication work. It just represents 
an adjustment and balancing operation. 

Senator Dirksen. How much money is involved in these estimated 
overpayments ? 

Mr. Pusack. We figure that under the full policing program, we 
might develop $800,000 a year in overpayments. 

Senator Hitz. Are there any other questions, gentlemen ? 

If not, Colonel Kelly and Mr. Pusack, we want to thank you. 

Colonel Ketity. Thank you, gentlemen. 


DEPARTMENT OF HEALTH, EDUCATION, AND WELFAKE 


STATEMENT OF DR. S. M. BROWNELL, COMMISSIONER OF EDUCA. 


TION, ACCOMPANIED BY JAMES F. KELLY, DEPARTMENT BUDGET 
OFFICER 


PAYMENTS TO SCHOOL DISTRICTS AND ASSISTANCE FOR SCHOO! 
CONSTRUCTION 


Senator Hit. Doctor, you have two items in the bill, both of whieh 
were recommended by the Budget and allowed by the House, one of 
which was for $25 million for payments to school districts, and that 
is for operation and maintenance, I believe ? 

Dr. BrowNeE.u. Yes, sir. 
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Senator Hitz. Then you have another item for “Assistance for 
«hool construction, Office of Education,” in the amount of $9,900,000. 

These items are under the legislation for Federal impacted areas, 
is that correct ¢ 

Dr. BROWNELL. That is correct. 

Senator Hitu. We will insert the justifications at this point. 

|The justifications referred to follow :) 


SUPPLEMENTAL ESTIMATE 


“Payments to school districts: For an-additional amount for “Payments to 
school Districts”, $25,000,000.” 


PayMENTs TO Scuoo.t Districts, OrricE or EpucaTION 


Obligations by activities 


aia 1956 appro- | Supplemen- 
Activity priation tal request 


| 
| 
1956 total 


Payments to local educational agencies : oe $60, 395,120 | $25, 000, 000 $85, 395, 120 
2. Payments to other Federal agencies 4, 604, 880 4, 604, 880 


Total obligations. --_- eos | 65, 000, 000 | 25, 000, 000 | 90, 000, 000 
| 


Obligations by objects 


9 ie ate a 1956 appro- | Supplemen- | or ’ 
Object classification | priation | tal request | 1956 total 


SUMMARY OF PERSONAL SERVICES 


iumber of permanent positions ; 3 ‘ 189 
e number of all employees- - - : 8 ; | 180 


Personal services. - . ‘ ip antwiekcieae $812, 866 | | $812, 866 
2 Travel 4 ae 3, 661 |_- 3, 661 
Transportation of things ; Pa 220 |-- 220 

(4 Communication services--_---.------- ce eae ; 1, 810 1, 810 
§ Rents and utility services_.....-.-- ; ealits ie i , 40, 500 
4 Printing and reproduction si ; : ta 675 
7 Other contractual services. . _- ‘ 5 2, 670, 491 | | 2, 670, 491 
Services performed by other agencies ; ; 17, 608 17, 608 
Supplies and materials_- “Saas acakere 240, 723 | 240, 723 
Equipment : 19, 700 | 19, 700 
Grants, subsidies, and contributions - 3 61, 180,400 | $25, 000, 000 86, 180, 400 

T i | 12, 420 


Taxes and assessments. 12, 420 | 


65,001,074 | 25,000,000 | 90, 001,074 
t charges for quarters and subsistence - - —1,074 | | —1, 074 





i iii oe gl oa 65, 000, 000 25, 000, 000 90, 000, 000 








‘TATEMENT BY COMMISSIONER OF EDUCATION ON PAYMENTS TO SCHOOL DISTRICTS, 
OFFICE OF EDUCATION 


A request for supplemental funds for fiscal year 1956 for “Payments to school 
(istricts” under Public Law 874 is necessitated by the enactment of Public Law 
uS2 of the 84th Congress after the appropriation for the current year had been 
ade. The additional amount requested is $25 million. The Congress has 
ulready appropriated $65 million for payment of these entitlements in fiscal 
year 1956. This sum is now being allocated to eligible districts at 65 percent 
of entitlements, pending the appropriation of supplemental funds which are 
hecessary to pay 100 percent of entitlements. 

The provisions of Public Law 382 which involve the establishment of additional 
entitlements by school districts in fiscal year 1956 are (1) suspension of the 
“) percent absorption” requirement in fiscal year 1956 and (2) liberalization of 
the eligibility requirements. Suspension of the “3 percent absorption” clause 
n the fiseal year 1956 adds approximately $19 million to the entitlements of 
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school districts. The change in eligibility requirements will increase entity. 
ments by $1 million to districts incurring sudden and substantial impacts ,¢ 
pupils as a result of Federal activity. ; 

In estimating the requirements for fiscal vear 1956 under the am endments, {t 
is essential that we also take into consideration other factors which cause . an 
increase over the regular appropriation. These include new projects authorize, 
as a result of the 1955 amendments to the Atomic Energy Act, the transfer 9; 
several projects to Federal operation as a result of the “nonsegregation directiye” 
for schools operated on Federal property, and other increases in attendance ay 
cost which have been estimated since the regular appropriation for fisca] Vea 
1956 was made by the Congress. These factors are explained in detail in ty 
material submitted to the committee and require an additional $5 million. 

It is estimated that payments will be made in fiscal year 1956 on behalf , 
approximately 985,000 federally connected pupils. Payments received by 4) 
school districts under this program represent, on the average, approxim: itely 5 
percent of their annual budgets, although a few districts depend on the prog: 
for the bulk of their school revenue. 


JUSTIFICATION OF SUPPLEMENTAL ESTIMATE 


In the closing days of the 1st session, the 84th Congress enacted Public Lay 
382, which amended the eligibility and entitlement provisions of Public Law x74 
for fiscal year 1956. Since the appropriation bills for fiscal year 1956 had already 
been acted upon, it is necessary to request supplemental appropriations to cove; 
the additional needs for fiscal year 1956. 

Public Law 382 suspended for fiscal year 1956 the application of the so-called 
3-percent absorption provision on entitlements under section 3 of Public Law 874 
This restores payments to school districts that would otherwise be deducted in 
fiscal year 1956. Also, Public Law 382 liberalized the eligibility requirements of 
section 4 of Public Law 874 and thereby has added to the requirements of this 
section for fiscal year 1956. Other changes which have added to 1956 entitlements 
include the creation of new section 6 projects on Federal bases as a result of the 
Federal policy prohibiting segregated schools on Federal property, and the amend- 
ments to the Atomic Energy Act which have made Oak Ridge, Tenn., and Rich 
land, Wash., potentially eligible for Public Law 874 aid. 

In computing the estimated additional requirements for fiscal year 1956 or 
account of Public Law 382, we have prepared a revised total estimate of require- 
ments for all sections of Public Law 874, using the latest available informatior 
as to entitlements for fiscal year 1955 and projections of increased attendance 
claims and costs for fiscal year 1956. The net additional requirements for fiscal 
year 1956, using these data, amount to $25 million. 


The statements which follow explain the requirements of Public Law 874 sec- 
tion by section: 


Section 2 payments 


Payments are made under this section to school districts where the property tax 
base is reduced by Federal property acquisition since 1938, and a substantial and 
continuing financial burden on the school district is established under the act 
It is estimated that net payments under this section in fiseal year 1956 wil 
amount to $250,000. 


Section 3 payments 


Payments under section 3 are based on a count of pupils in attendance ai 
local public schools whose parents live and/or work on tax-exempt Federal 
property. If the parent lives and works on Federal property, the child is 
counted in full toward Federal payment (under sec. 3 (a)); if the parent lives 
or works on Federal property, then the child is counted at one-half (under sec 
3 (b)). 

Entitlements of local school districts having eligible children are computed 
at a rate per child equal to the per capita contribution from local revenue 
sources in comparable school districts in the State. This rate is exclusive of 
State and Federal revenues that may be received. A minimum local contri- 
bution rate equal to one-half the State average per pupil cost is provided in 
the law. 


Section 8 (a) and 3 (b) average daily attendance 


Section 3 (a) and 3 (b) average daily attendance counted for assistance under 
section 3 corresponds to the number of pupils actually in attendance in the 
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ghool year previous to the year of application. That is, fiscal year 1956 claims 
are based on pupils who were in attendance in the school year ending June 1955. 

In order to gain accurate information on the size of attendance increases to 
to be claimed, the Office conducted a post-card survey of all eligible districts 
in the early fall of the school year 1955-56. School districts were requested to 
provide information on federally connected attendance to be claimed for fiscal 
years 1956 and 1957, as well as pupils claimed in fiscal year 1955. These 
replies were tabulated and the attendance of the 3 reported years was compared 
to obtain the percentage increase in attendance for fiscal year 1956 and fiscal 
year 1957. The result of this survey indicate that claims for fiscal year 1956 
attendance will average 8 percent more than for 1955. 

These percentage factors are applied to the fiscal year 1955 attendance to 
obtain projected attendance to be claimed for fiscal year 1956. An additional 
allowance for new applicant districts in 1956 must be made. It is estimated 
that 100 new school districts will qualify for assistance under section 3 (b) in 
1956 with an average of 50 pupils per district, or 5,000 new pupils. Another 
factor of significance which occurs in fiscal year 1956 is that 5,500 pupils previ- 
ously paid under section 3 (b) in Hawaii will qualify for assistance for the 
first time under section 3 (a) at twice the previous rate of payment. 

When all of these factors are put together, it results in the following attend- 
ance estimates for sections 3 (a) and 8 (b) in fiscal year 1956: 


See. 3 (a) attendance 
Sec. 3 (b) attendance 843. 8839 


These data are used in the computations shown in table 1. 

Section 38 (c) (2) of the law covers those special cases where an adjustment 
of the rate of payment is permitted for school districts where more than 50 percent 
of the pupils claimed for payment reside on Federal property. 


Rates of payment for sections 8 (a) and 3 (b) 


Local contribution rates under section 3 of Public Law 874 are computed from 
expenditures of school districts in the second preceding fiscal year. That is, fiscal 
year 1956 rates are derived from per pupil costs experienced in the fiscal year 
1954. 

Per pupil expenditures have, of course, been on the increase steadily in recent 
years. For the fiscal year 1956 a special study of Public Law 874 State average 
rates has been completed to determine the increase in rates for that year. For 
each State we have determined an approved State average per capita cost as 
derived from data provided by State educational agencies for minimum rate 
purposes. By using a formula relating the local contribution rate to the State 
average per pupil cost, we have determined for each State an estimated average 
local contribution rate for fiscal year 1956 payments. By using the actual attend- 
ance paid in the fiscal year 1955 it is possible to derive a weighted national 
average for section 3 (a) and section 3 (b). This study indicates that rates of 
payment in the fiscal year 1956 will be 6 percent higher than they were in the 
fiscal year 1955. Therefore, for fiscal year 1956 we have increased the average 
rates of payment under sections 3 (a) and 3 (b) 6 percent over what they were 
in fiscal year 1955. 


Deductions for other Federal payments 


Section 3 (e) of Public Law 874 stipulates that any other Federal payments 
received on account of Federal properties also claimed under Public Law 874 
shall be deducted from Public Law 874 entitlements. These include payments 
in lieu of taxes on Public Housing Administration housing projects, Wherry- 
Spence housing projects, TVA payments, forest reserve, and Taylor Grazing Act 
funds. The largest single item has been PHA payments. As Federal public 
housing projects are disposed of, these payments will decline. In 1956 total 
deductible payments are expected to decrease to $3,400,000. 


Section 4 payments 


Entitlements under this section are paid to school districts for current year 
increases in federally connected pupils when such increases cause an undue 
financial burden on the districts. Pupils counted may include new section 3 
pupils and those whose attendance is attributed to parents working on Federal 
contracts. The pupil increase so counted must equal or exceed 5 percent of the 
previous year’s non-Federal attendance; prior to Public Law 382 the increase 
had to equal 5 percent of total attendance of the previous year. Payments are 
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determined by the school deficit per federally connected child limited to the per 
pupil cost in comparable school districts. 

In fiscal year 1955 these payments amounted to about $4,150,000. In fisca] 
year 1956 the relaxed eligibility is expected to add a million dollars to the 
of this section. An estimate of $5,100,000 is submitted. 

A district which establishes entitlement because of attendance increases in 
the current year is eligible for one-half this entitlement in the ensuing year jg 
there is a continued need for such payment. 


COSt 


Section 6 (and 8) operations 


Public Law 874 requires that in the event no local school district is able to 
provide free public education to pupils residing on Federal property, the Con. 
missioner of Education is directed to make arrangements for the education o 
such pupils. In fiscal year 1956 a total of eight additional projects have heey 
approved under section 6 as a result of the Federal policy prohibiting the opers. 
tion of racially segregated schools on Federal property. The estimated budgets 
for all projects amount to $5,100,000. 

Payments to Federal agencies under section 8 for services provided to loca| 
agencies amount to $100,000. 

Public Law 204, 84th Congress, amends section 6 of Public Law 874 as related 
to the operation of schools on military installations. The amendment requires 
a joint determination by the Commissioner of Education and the secretary of 
the military department that suitable free public education is available off base 
before a section 6 school may be discontinued. 


Atomic energy installations 


Public Law 221, 84th Congress, provides that the federally owned communities 
of Oak Ridge, Tenn., and Richland, Wash., shall become private property. The 
law permits payments by the Atomic Energy Commission for community services 
and also authorizes entitlements under Public Law 874. Costs of education in 
these two communities in the past have been financed in whole or in part from 
appropriations to the Atomic Energy Commission. One provision of the act 
amended subsection 8 (d) of Public Law 874 to permit payments from the Atomi 
Energy Commission appropriation after residences cease to be federally owned. 
The change is designed to aid the transition from Federal financing of schools 
under the Atomic Energy Commission to local and State support with assistance 
under Public Law 874. Exact data on potential entitlements and AEC payments 
are not yet available. Tentative estimates indicate net Public Law 874 pay- 


ments of $425,000 in fiscal year 1956. 
Summary (see table 1) 


The total estimate of requirements in fiscal year 1956 amounts to $90,015,869. 
A supplemental request of $25 million is submitted. 


TABLE 1.—Estimated requirements for payments to school districts Public Law 87; 
as amended, fiscal years 1955 and 1956 


Fiscal year 1955) Fiscal yé 


Sec. 3 . $92, 876. $105, 
Sec. 3 (a) rate eben / aes 163. 
Sec. 3 (a) entitlement_- 5, 163, 529. 18, 311, 
I Ln seule ee 4 781, 795. 843, 83 
Sec. 3 (b) rate___ ste ala an he in alin id ‘ 71. 
See. 3 (b) entitlement___- aA ee eee ere ee ce eee ee 55, 986. 792. 64, 064, 181. 1 
ge) Yee ee eee ‘ bilantagedonte 4, 141. 4, 47: 
Sec. 3 (c) (2) rate ea ae ie ee Se ee 13. 6 
Sec. 3 (c) (2) entitlement ee ie eee 56, 670. 64 

Sec. 3 (e) deductions ore Te oe! ees : , 193, 947. 3, 400, 000. 0 
3 percent absorption factor__._- 
Net sec. 3 entitlement ___- ee ai ess : 97, 013, 044. 040, 849. 
Sec. 309, 534. 00 | 250, 000. 0 
Sec. 4...- ed eee a ibusk | 4, 150, 218. 5, , 000. 0) 
Secs. 6 and 8 : 7 5, 200, 000. 0 
25, 000. 00 





ees ie yt ee oy ol Ped tk BL Os Aol) eee: ASO 
a i er eg ok a NE dS see ene gs Hea chk ed _| 75, 000,000.00 | — 65, 000, 000.00 


Requested supplemental _____.--..-------- ee ne teen me Ree leedietaens ee 25, 000, 000. 00 
| 
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PREPARED STATEMENTS 


Senator Hitz. Would you address yourself to those two items? 

Dr. BRowNELL. Yes, sir. 

[ have provided these statements which I would be glad to offer for 
the recor d. 

Senator Hiii. We will put those statements in the record at this 
int, Doctor. 

(The statements referred to follow :) 


SUPPLEMENTAL ESTIMATE 


“Assistance for school construction: For an additional amount for ‘Assistance 
for school construction’, including carrying out the provisions of the Act of 
jugust 12, 1955 (Public Law 382), $9,900,000, to remain available until er- 

” 
pended. 


ASSISTANCE FOR ScHOOL CONSTRUCTION, OFFICE OF EDUCATION 


Obligations by activities 


Activity 1956 appro- |Supplemental| 


priation request 1956 total 





| 
| | | 
1, Assistance to local educational agencies. os $35, 564, 855 | $9,900,000 | $45, 464, 855 
9 Assistance for school construction on Federal properties _ - 6, 592, 675 y 6, 592, 675 
3, Payments for technical services - - 935, 000 | Seton 935, 000 


Total obligations icra ae a 0 "9, 900, 000 52, 992, 530 


Obligations by objects 


| 
a ee 1956 appro- |Supplemental] jo- 4+. 
Object classification priation request | 1956 total 


SUMMARY OF PERSONAL SERVICES 


Average number of all employees_-.-.-..----------- : a 8 8 

Per rsonal services: Positions other than permanent is $49, 300° a $49, 300 
» Travel oe ern ; 9, 300 | . 9, 300 
04 Communication serv ices E : ; 1, 300 ; | 1, 300 
f: Cr CoV IE «co oi nn ese cede sei wee 935, 000 | 935, 000 
) Lands and structures_- _---- ‘ ‘ 8, 383, 725 | 8, 383, 725 
ll Grants, subsidies, and contributions. ___- 33, 713,805 | $9, 900, 000 43, 613, 805 
5 Taxes and assessments. Rwoad 2 ‘ 100 100 


aU lt lesa E soning ys hci dibaie aaa 43, 092, 530 9, 900, 000 52, 992, 530 








STATEMENT BY COMMISSIONER OF EDUCATION ON ASSISTANCE FOR SCHOOL 
CONSTRUCTION, OFFICE OF EDUCATION 


A supplemental request of $9,900,000. is submitted for “Assistance for school 
construction in federally affected areas” for fiscal year 1956. Most of this sum 
is needed to finance projects authorized retroactively by Public Law 382 of the 
Sth Congress, and some additional funds are needed to cover requirements for 
regular projects submitted by school districts in the current fiscal year. 

Two amendments involve the retroactive authorization of projects which 
were originally declared ineligible in 1954 under the terms of Public Law 246 
of the S8d Congress. Most of these are in 27 school districts which had their 
Federal payments reduced on account of construction contracts let with local 
funds between cutoff dates November 24, 1953, and June 30, 1954. Requirements 
for the projects authorized in this group amount to $5,825,000. A second group 
of projects covers two districts which had failed to qualify under regulations 
covering supplementary payments to districts which have had a substantial in- 
crease in school enrollment on account of Federal activity. Requirements for 
these 2 districts amount to $800,000. 
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In order to complete the approval of projects submitted by school districts 
under the extended title III of Public Law 815, which expires June 30, 1956, jt 
is essential to request $3,275,000 in addition to funds now available in this 
appropriation account. This added sum was not contemplated at the time 
the President’s budget for fiscal year 1957 was printed and hence is not re 
flected in the “anticipated supplementals” for fiscal year 1956. However, recent 
information indicates that at least this additional amount will be needeg 4, 
approve projects submitted by eligible school districts in December 1955 and 
to be submitted by June 30, 1956. 

The insufficiency of appropriated funds for current projects results in part 
from another amendment which was made in title IV by Public Law 382. jy, 
change will result in increasing requirements for title IV projects by $2 millio, 


over the amount estimated last year and up to the full $20 million authorizatioy 
set by law. 


Supplemental estimate for fiscal year 1956 $9, 900, 000 


JUSTIFICATION OF SUPPLEMENTAL ESTIMATE 


New and revised applications and requests for resurveys of earlier approval 
actions from applicant school districts under Public Law 815 have increaseg 
the needs for supplemental funds in fiscal year 1956 to $9,900,000. An earlier 
estimate of $6,700,000 is included in the President’s budget as an anticipated 
supplemental for 1956 to cover only those projects specially authorized on q 
retroactive basis by Public Law 382, 84th Congress. The increased request 
of $9,900,000 now includes approximately $3,200,000 for current year project 
applications which was not anticipated when the earlier estimate was made. 
Unless these additional funds are included in the request to the Congress, it 
wil be necessary to approve projects on a priority basis and delay for severa| 
months the approval of urgently needed school facilities. 

The request for supplemental funds for fiscal year 1956 to cover additional 
requirements under Public Law 815 for school construction in federally affected 
areas is based on two counts: (1) Amendments made by Public Law 382, S4th 
Congress, and (2) for additional funds to complete approval action on projects 


submitted pursuant to title III of Public Law 815 (authorized by Public Law 
731, 83d Cong.). 


‘1. Additional requirements to cover projects authorized by Public Law 38? 
84th Congress 

Public Law 382 of the 84th Congress made special provision for additional 
appropriations to be made on account of two categories of Public Law 815 proj- 
ects. The first group covers some 27 school districts which had incurred a re. 
duction in Federal payments for projects authorized under Public Law 24 
because of school construction contracts entered into with local funds between 
the dates November 24, 1953, and June 30, 1954. The second group consists of 
two school districts which had made application under section 308 of Public 
Law 815, as amended by Public Law 246, but which were not paid because of 
the higher eligibility requirements then in effect by regulation. 

Section 305 projects for 27 districts.—Public Law 382 amended Public Law 815 
to change the requirement for counting available school facilities in a district 
‘to cover only the facilities existing or contracted for on the date on which 
applications were due. Thus, a district that let contracts with local funds 
after that date would not incur a reduction in Federal payments because it 
exercised local intiative and thereby reduced the number of “unhoused pupils’ 
‘in the district as defined for purposes of Public Law 815. Since there were 
27 school districts that had incurred such a reduction between the application 
cutoff dates of November 24, 1953, and June 30, 1954, the Congress determined 
that the amendment made by Public Law 382 should apply retroactively to these 
districts and authorized appropriation of funds to meet the additional costs 
involved. 

In authorizing the approval of projects and the appropriation of funds for 
school districts which had Federal payments reduced because of construction 
contracts let with local funds by the school districts, Public Law 382 established 
certain additional requirements to be met. When funds are appropriated, school 
districts must within 90 days submit application for approval of funds to cover 
their projects. If as of such time, and in relation to the June 1956 school 
membership, the school district has remaining unhoused pupils, it must use the 
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federal funds toward the elimination or reduction of its unhoused pupils through 
the construction of new projects. If the district applies for funds and has no 
yphoused pupils, it may receive a lump-sum payment to cover the amount of its 
authorization to be used for payment of obligations on past construction. 

The amount of these outstanding authorizations has been ascertained by a 
review of eligible cases and totals $5,825,000. This amount may be reduced 
somewhat in the processing of applications, but there is no way of telling in 
advance the extent to which project requirements will be reduced. Therefore, 
an appropriation request for the full amount of the authorization must be 
anticipated at this time. 

Section 308 projects for two districts.—Section 308 of Public Law 815 permits 
the Commissioner to allocate additional funds to a school district for which the 
approved Federal share of the cost of projects approved under section 305 is 
insufficient to provide housing for all eligible federally connected pupils and 
the district does not have sufficient resources to provide the non-Federal share 
of the construction cost. The Commissioner is required to establish regulations 
governing operation of this provision. 

The regulations setting forth the requirements for eligibility under this 
section as it applied to the program authorized by Public Law 246 (1952-54) 
among other things required that a district must have an increase in its federally 
caused membership during the 2-year period equal to 20 percent of the total 
membership at the end of that period. In a subsequent regulation, adopted for 
administering section 308 under the program authorized by Public Law 731, 
this percentage requirement was reduced from an increase of 20 percent of the 
membership at the end of the increase period to an increase of 10 percent of 
average daily membership over the base year or the beginning of the increase 
period—June 1954 to June 1956. 

Public Law 382 amended section 308, Public Law 815, to provide as follows: 
“Where a local educational agency filed an application for payments under this 
section before June 30, 1954, and such agency met all the requirements established 
for approval of such application except the 20 per centum requirement as to 
children countable for payments under this title (45 C. F. R., 1954 Supp., 107.8 
ib) (2)), and the number of children countable for the purposes of such 
requirement was equal to 10 per centum or more of the average daily member- 
ship of such agency for the school year 1953-54, the Commissioner shall pay 
to such agency, out of funds appropriated pursuant to this subsection, an amount 
equal to the amount which would have been reserved on the basis of such 
application if such requirement had been met.” 

The amendment further requires that in order to receive payment under its 
provisions a local educational agency must file an application with the Commis- 
sioner on or before November 1, 1955, which application must set forth one or 
more projects for construction of minimum school facilities. 

Two school districts which made application under section 308 and which would 
have met the 10 percent requirement but did not meet the 20 percent require- 
ment existing at the time of original application will benefit by this amendment. 
The school districts are Midwest City, Okla., and Ysleta, Tex. The amounts 
involved are approximately $590,000 for Midwest City and $210,000 for Ysleta. 

Supplemental request for Public Law 382 authorizations.—In order to meet 
the requirements of amendments contained in Public Law 382, the following 
supplemental request for fiscal year 1956 is made: 


See. 305 $5, 825, 000 
See. 308 800, 000 


Total 6, 625, 000 


2. Additional requirements to complete present program under title III 


The Congress has appropriated $212,500,000 to carry out the provisions of 
Public Law 246 and Public Law 731 of the 838d Congress, both of which amended 
Public Law 815 of the 81st Congress. Public Law 246 added titles III and IV 
to the law and Public Law 731 extended title III through June 30, 1956. Appro- 
priation authority to transfer unobligated funds from the “School construction” 
account to be merged with the “Assistance for school construction” account was 
contained in the Second Supplemental Appropriation Act, 1955. Four and one- 
half million dollars has been transferred under this authorization, making a total 
of $217 million available for this program. 

Title [V was extended beyond its original expiration date of June 30, 1955, by 
Public Law 382 of the 84th Congress. That law also modified title IV to ease 
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eligibility requirements for districts educating children living on Indian lang, 
outside the boundaries of the school district. This wil! benefit some district 
that failed to qualify under the original provisions. It is estimated that wit, 
this relaxation in eligibility the requirements for title IV projects will equal thy. 
full $20 million authorization established by Public Law 246. This change 
occurred after the regular appropriation bill had been acted upon, in whi 
title IV needs were estimated at $18 million. 


The following shows the status of funds appropriated and obligated ag 9 
December 31, 1955: 





. Funds obli- | ,- 
Funds appro- | ae rg Unobligated 
priated | gated Dec. 31, | balance — 


Title ILI: 
Sees. 305 (and 308) -| $178,125,000 | $162,683,210 | $15, 441 tw 
Sec. 309 : : a 2, 300, 000 | 1, 685, 191 | B14, 8 

Sec. 310 2 ‘ a 14, 400, 000 | 13, 908, 762 49). 28 


Title III subtotal ; biedeudttes bikes 194, 825, 000 | 178, 277, 163 | 
Title IV: 
Sec. 401 . si poe oe 20, 000, 000 16, 670, 853 | 3, 329, 147 
Technical services _ - _- 3 ioe 12, 175, 000 1, 750, 000 425, 000 


16, 547, 837 


| 


eae 217, 000, 000 | 196, 698,016 | 20, 301, 


1 Includes $350,000 additional authorization requested for fiscal year 1957 in appropriation language. 


Status of project approval action with funds now available—As of December 
31, 1955, a total of 9483 projects have had Federal funds reserved under section 
305 of Public Law 815; 164 of these projects have been completed. Section 305 
projects are approved principally on account of federally caused increases iy 
school membership of pupils whose parents live on Federal property, or are 
employed on Federal property, or both. All these projects have been received 
under the extensions of Public Law 815 authorized by Public Law 246 and Public 
Law 731 of the 83d Congress. A total of 778 school districts submitted applica- 
tions under Public Law 246 (which expired on June 30, 1954), and 529 wer 
found eligible. A total of 759 school districts have thus far made applicatio: 
under the extension of Public Law 815 authorized by Public Law 731 (which 
expires on June 30, 1956), and of these, 456 have thus far been found eligible. 

As of December 31, 14 projects have had funds reserved under section 308 of 
Public Law 815, which provides for supplementary Federal payments (over aw 
above sec. 305 payments) to school districts which are unable to provide the 
additional local funds needed to finance school-construction projects for unhoused 
federally connected pupils. 

When a federally caused impact is determined to be of a temporary nature, 
the applicant school district may request construction of temporary facilities 
under section 309 of Public Law 815. As of December 31, 1955, the Office of 
Education had reserved Federal funds on 12 such projects costing $1,685,000. A 
total of $2,300,000 has been set aside from appropriated funds to cover all antic- 
pated needs in this section. 

Construction of schools by the Federal Government on Federal bases is author- 
ized by section 310 of Public Law 815 when no local agency can accept responsi- 
bility for construction of needed facilities. Under the combined authorization 
of Public Law 246 and Public Law 731, a total of 51 projects had been approve 
as of December 31, 1955, for approximately $13,900,000 ; 5 projects are completed 
A total of $14,400,000 will be needed to complete all pending projects under this 
section. 

Title IV of Public Law 815 authorizes the appropriation of $20 million for 
school-construction projects needed by local school districts which educate sul- 
stantial numbers of pupils residing on Federal property. As of December 5), 
Federal funds were reserved on 96 such projects, mostly for Indian pupils, cost- 
ing $16,670,000. Twelve projects have been completed as of December 31. The 
remaining funds of $3,330,000 are expected to be used on projects to be submitted 
by February 15, 1956. 

Under all sections of Public Law 815 authorized by Public Law 246 and Public 
Law 731 as of December 31, 1955, Federal funds had been reserved on 1,116 
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projects, final approval action had been given on 1,018 projects, ‘and 182 projects 
were completed and final payments made. 

Adequacy of present title III funds.—The remaining funds available for title 
Ill projects will be insufficient to cover all anticipated needs under this title. 
4s shown in the table above, approximately $16,540,000 is available to meet all 
remaining needs under this title. 

At the time the fiscal year 1956 funds were appropriated, the first cutoff date 
for applications had expired (December 1, 1954), and most applications for the 
second cutoff date (July 15, 1955) had been received. We have now received 
and tentatively processed for eligibility the 138 applications filed by school dis- 
tricts on the third cutoff date (December 1, 1955) established under Public Law 
731, 84th Congress. In estimating the net requirements for this new group of 
applications after field surveys are completed, we have reduced the gross esti- 
mated maximum authorization by 40 percent in line with the shrinkage experi- 
ence on previous applications, to arrive at a net estimate of $7,575,000 for this 
item. Also, we have received revised applications from several districts which 
have reestablished eligibility at a higher allowance than the amount approved 
in fiseal year 1955, amounting to $2,800,000. In addition, the field staff has been 
requested by many applicants to resurvey their districts to substantiate claims 
for a higher allowance than the amounts already approved; these surveys will 
result in increased allowances estimated at $3 million over the original approval 
allowance. A final item for which provision must be made is new applications 
and projects to be submitted on the fourth and final cutoff date; an estimate of 
$1,500,000 is included for this item. 

The following summarizes the estimated needs under this title: 

See, 305: 
New applications filed Dec. 1, 1955 
Revisions of previous applications 
Estimated requirements resulting from field resurveys of previous 
I tint cot nnscccee gems eigen in esl noe 
Projects to be submitted on or before final cutoff date 


See. 305 total 14, 875, 000 
Sec. 308 pending applications 2, 220, 000 
I Oo sistent sehen aia naan 600, 000 
BU Pea OURO i Sreccccar tami eer mpteenn nmi eiane 2, 120, 000 


19, 815, 000 

This summary indicates a probable deficit of approximately $3,275,000 in funds 
now available under title III of Public Law 815. 

The fourth and final cutoff date for applications under title III of Public Law 
815 will be set for sometime this spring. The law requires that a final date 
not later than June 30, 1956, be set. In order to insure the availability of 
funds to cover the current and anticipated applications under title III of Public 
Law 815, it is necessary that supplemental funds be requested for appropriation 
in the first supplemental appropriation bill submitted to the Congress in 1956. 
Otherwise, it will be necessary to resort to a priority system for approval of 
applications and to delay the approval of lower priority cases for several months 
until subsequent appropriations are made. Such delay would be inconsistent 
with the objective of expediting approval and completion of urgently needed 
school facilities. 

Summary requirements 


Agitinnel) pend Wlilic® Taw) GG3. on a te $6, 625, 000 
Additional needs, title III, Public Law 731 3, 275, 000 


Aaa CTI I i sien re a ah ie epee nee 9, 900, 000 


PAYMENTS TO SCHOOL DISTRICTS 


Senator Hirz. You can briefly tell us what these items are. 
Dr. Brownetu. The $25 million is in addition to the $65 million 
for payment to the school districts under Public Law 874, providing 
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payments to school districts for operation and maintenance of schoo] 
in federally affected areas. 

The primary reason for that increase is the suspension of the 9. 
percent absorption provision of the act, Public Law 382, passed by 
Congress last year. 

Likewise. we have the amendments which liberalize the eligibility 
requirements, some new projects that were authorized as a result of 
the 1955 amendments to the Atomic Energy Act, and the transfer of 
several projects to Federal operation as a result of the nonsegregs- 
tion directive for schools operated on Federal property and some 
increases in attendance and in cost. 

Those all totaled up to make this $25 million. 


5 


SCHOOL CONSTRUCTION 


In the $9.9 million for school construction, that is needed because 
of amendments made by Public Law 382 to Public Law 815 and iy 
order to approve the projects submitted by school districts under the 
extension of title III which expires June 30, 1956. 

Now, I should say that the last cutoff date for school construction 
applications is June 30, 1956. We do not have all those applications in 
so that not until that time will we know whether this completely 
covers it or whether an additional amount will be needed. 

Senator Hii. But do you definitely know you need this much now/ 

Dr. Browne.u. Yes; we know we need at least this amount. 

Senator Hitz. Any questions, gentlemen ? 

Senator Dirksen. Doctor, is the list available by States, showing 
how this money will be distributed? No table was inserted in the 
House hearings, I notice. 

Dr. Brownetu. The list of eligible districts is provided to the 
Congressmen in the affected districts as soon as the reservations of 
funds are made, but you cannot tell until the application is in and 
that is checked by the field check and the amount of money is avail- 
able to know how much can be reserved for each project. 

There is 2 prorate procedure that has to be followed if the money 
is insufficient and that is the reason you cannot indicate in advance 
how much there will be to each State. 

We have provided each one of the Members of Congress with a 
distribution of funds from these two acts for the past year. We sub- 
mit an annual report and a copy of that recently was provided each 
Member of Congress. 

Senator Hiru. I have been handed tables furnished this committee 
upon request showing the individual projects covered by the additional 
funds for school construction, and amounts which will go to each 


State under the item for payments to school districts. Without ob- 


jection these tables will be included in the record. 
(The material referred to follows:) 
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; tmounts due the 27 Public Law 815 applicants who lost Federal funds because of 
00s F ontracts let after Nov. 24, 1958, and on or before June 30, 1954, and was restored 
iy sec. 0, Public Law 3 383. 


| eee 
by Loss in Federal allowance 


Applicant = eo acre 
ity Original ‘ 
lity notice Revised ! 
(2) 
California 
10. Monterey City School District--- 
5%. Mohave U nified School District_. 
57. Chula Vista City School District 
San Diego Unified School District 
_ Areade Elementary School District 
20, Torrance Unified School District Sentes 
23 . Alimitos Elementary School District_---_- 
57, Manhattan Beach City School District 
415 9. Escondido Union Schoo] District- 


$75, 006 
37, 170 
160, 390 
’ 138, 370 
271, 530 
773, 947 
48, 510 
172, 463 
63, 000 
eons inn Gatlin hab iwikawecou “ 
Colorado . 
402. School District No. 50, Adams County, total 
pues cticut . 
5. Town of Southington, total ‘ 127, 160 160 
athe 
7. Special Tax District No. 1, Okaloosa County, total 3 167, 085 167, 085 
Marylan 1 
4, Montgomery County Board of Education, total 
Michigan 
419. Brownstown Graded School District No. 11F, total 2, 700 2, 700 
Montana 


407. School District No. 52, Stillwater County, total 


735, 386 2, 323, 116 


53, 900 53, 900 


, 173, 390 , 173, 390 


15, 370 
New York 
23. Union Free School District, No. 3, town of Hempstead 


28. Union Free School District, No. 22, towns of Oyster Bay 
Babylon 


ing 3. Union Free School District, No. 23, Massapequa 
the 


. 426, 120 426, 
and 
339, 120 339, 

309, 600 309, 6 


, 074, 840 1, 074, 8 


421. Strongsville Village School District, total 


the ennsylvania 
401. Carlisle School District, total wi vakareetetiaae tae . 279, 110 279, 
; Ol Rhode Island 


402. Town of Jamestown, total- - 


23, 400 23, 


and 


9, 000 9, 
ail- Kingsville Independent School District 
. Birdville Indepe ndent School District 


A. and M. Consolidated Independent School District 


16, 150 16, 
157, 250 57, 250 
29, 500 29, 500 
ne\ ; oan 
a eee 202, 900 202, 900 
Tice Washington 
401. Quiney School District, No. 144, total 


h a Wisconsin: 
28. City of Baraboo 


402. Joint School District, No. 3, village of Poynette, towns of Arlington, 
Lowville, Leeds, and Dekorra 


49, 068 49, 068 


18, 000 18, 000 


13, 800 13, 800 


Total : : = a 31, 800 “31, 800 


Grand total_- “5, 945, 109 


' New information on 3 California projects has caused a reduction of oe age due as a result of processing 
the 1954-56 applications for these districts. One of these changes (Arcade, Calif.) was made in time for 
inclusion in the request to the Bureau of the Budget. 2 other reductions ‘Giecanes and Alamitos) were 


= rer vised when the budget request was submitted for $5,825,000. No further revisions are anticipated in 
his listing. 
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Estimated entitlements under Public Law 874, as amended by State, fiscal year 197, 
regular appropriation and supplemental requests ' 


Regular Supple- 
State or Territory appropria- mental Total, 195 
tion request : 


Alabama..-- 3 $722, 9: $299, 259 
Arizona ; 601, 366 248, 934 
Arkansas alee eal 434, 59¢ 179, 901 
California , 407, 48 , 721,710 
Colorado--__--- 4 ae . 1, 449, 84: 600, 158 
Connecticut - . . , 056, 47 437, 325 
Delaware. 16, 6, 792 
Florida _- , 156, 267 478, 633 
Georgia. : , 314, 052 543, 948 
Idaho-- . ‘. Pas 307, 64$ 127, 351 
Illinois_-- : , 439, 658 595, 942 
Indiana : ; 725, 699 | 300, 401 
Iowa__- : scons 257, 106, 389 
Kansas , 567, 3 , 690 
Kentucky - -- ‘ 5, 37% 296, 127 
Louisiana..__ : : ; 364, 7: 976 
Maine. i ‘ ; am 8,137 | 063 
Maryland aioe ‘ 2, 375, 76 439 
Massachusetts 4 : 92, 533 | 067 
Michigan ; 764, 738 561 
Minnesota | 3, 398 2, 802 ‘once 
Mississippi- - - 343, 196 204 99 4ny 

Missouri ‘ 4, 66 532 : on Dh 
Montana_.-.- —o 212, 87, 799 ’ 
Nebraska. -- : aaelastea 2, 743 307, 457 
Nevada. se 78: ,117 om 
New Hampshire ; none cewek ete 576 60K 
New Jersey 975, 850 | 950 

New Mexico-_- ie : Sees ation ced 956, 82: 075 352, 90 
New York vo : pees ‘ a | 374, 946 155 ; 


, 100 
North Carolina : ae : ; : , 5! 587 586, 100 


899 204. BO 
z ~ Te ; ; . 162 3, 368, 50K 
Oklahoma. .---_--- ; ‘ , 369, 32! 77 3, 350. 10 
Oregon. .-. ‘. 5 ‘ — : > j 365, 216 181 5, 400 
Pennsylvania-_-_-_-_-_- . sala 927, ¢ | 130 2, 100 
Rhode Island_ ‘ s eon inm ea maiaiatatact < 2 | 448 753, 000 
South Carolina ae = ee 3, § | O82 56, 000 
South Dakota- --- g ae ae 533, 3: 770 754, 10¢ 
Tennessee - - . - - ; ose ae a’ 210 , O15, 200 
<n a a aces ; : 9, 3¢ 004 5, 499, 40 
Ss da kas awed 516, 404 72, 400 
Vermont--__ diescieuneit : eats ae 36, 3 989 OK 
Virginia ee ee s 5, 379, 978 , 227, 025 On 
Washington. ---_- zs boat \ ad 2, 777, 331 | : 669 | 3. 997 00) 
West Virginia___._ : ety: | 5. 094 | , 806 | 77, Dr 
Wisconsin - - -- see = ond 342, 587 813 484, 400 the I 
Wyoming__. - aie wis .| 3, 76, 059 259, 800 ’ 
Alaska___- : ; | , 859, 631 | 59, 789 | 2, 629, 4% in th 
Hawaii . , ¥ . 912, 835 | 377, | 1, 290, 70% 
Federal agencies !- =: ae SGetideaat : \ | 4, 604, 880 


, SN) 


Sy oy 
y 


19, S00 


schor 
ee Cong 
65, 000, 000 25, 600, 000 90, 000, 000 appli 

Bdue 


1 Other amounts paid under sec. 6 go direct to local agencies providing free public education on Federal Du 
bases under contract with Federal agency. purp 
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APPORTION MENT PROCEDURE 


Senator Dirksen. I thought perhaps you had a formula by which 
you simply took $25 million and apportioned it. 

Dr. BrowNELt. No, it is apportioned in terms of specific projects in 
federally affected areas. That varies, you see. 

If any one of the defense establishments moves in a lot of personnel, 
why that will cause an impact which will mean that that particular 
hool district is eligible. So that you cannot predict in advance how 
that will be distributed by States. 

Senator Huw. But you do have a fixed formula in the statute for 
determining how muc ‘h the district should get ? 

Dr. Browne. That is right. 

_ Senator Hi. I mean it is not left to discretion or anything of that 

kind, the Department or the Bureau. 

The number of children you may have to take care of, as you say, 
may fluctuate and does fluctu: ite, but as far as the amount of money is 
oncerned, that is taken care of by the statute ? 

Dr. Brownetyt. Iam glad you brought that out. 

Senator Hiii. Thank you very much. 

Dr. Browneti. Thank you, gentlemen. 

Senator Hitt. I have just received a letter from Senator Butler, 
of Maryland, with reference to the pending appropriation for school 
construction. Senator Butler had hoped to appear in person but was 
unable to get over. His letter will, without objection, be inserted in 
the hearings at this point. 


(The letter referred to follows :) 


UNITED STATES SENATE, 
COMMITTEE ON INTERSTATE AND FOREIGN Com ae E, 
Washington, D. C., March 22, 1956. 
Hon. Lister HILL, 
Committee on Appropriations, 
United States Senate, Washington 25, D. C. 

Deak SENATOR: Your subcommittee is presently considering appropriations for 
the Department of Health, Education, and Welfare. Among the items contained 
in the supplemental appropriation bill is the request for funds to reimburse 27 
school districts in 13 States for funds which they lost under Public Law 815, 81st 
Congress, on account of their instituting school construction programs while 
ipplications for Federal aid were pending before the Department of Health, 
Education, and Welfare. 

During the last session of Congress I introduced Senate bill 1452 for the 
purpose of correcting this technical inequity in Public Law 815 and Congress sub- 
sequently adopted provisions contained in H. R. 7245 for this purpose. It is 
lly conclusion after a thorough and careful study of this entire matter that the 
“i school districts involved are equitably entitled to reimbursement of the funds 
they lost through no fault of their own. These school districts should not be 
whalized for the initiative they showed in trying to meet the ever-increasing 
problem of providing adequate school facilities for the education of our youth. 

Accordingly, I urge you to give this matter your closest consideration with 


the view of recommending appropriation of the necessary funds to fully re- 
inburse these school districts. 


With best wishes, I am, 
Sincerely yours, 
JOHN MARSHALL BUTLER, 
United States Senator. 


74919—56. 
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Pusiic Heatru SERVICE 
POLIOMYELITIS VACCINATION 


STATEMENT OF DR. JACK C. HALDEMAN, CHIEF, DIVISION op 
GENERAL HEALTH SERVICES, ACCOMPANIED BY JAMES F. KELLY 
DEPARTMENT BUDGET OFFICER, DEPARTMENT OF HEALTy 
EDUCATION, AND WELFARE 


PREPARED STATEMENT 


Senator Hint. Dr. Haldeman, you have two items here. 

One is the item for poliomyelitis and the other is the construction of 
research facilities. You may file any statement you see fit and they 
summarize briefly. 

(The statement referred to follows :) 


SUPPLEMENTAL ESTIMATE 


“For an additional amount for ‘Grants to States for poliomyelitis vaccination’, 
$27,800,000, and such amount together with amounts previously appropriated 


=e 


under this head shall remain available until June 30, 1957. 


STATEMENT RY CHIEF, DIVISION oF GENERAL HEALTH SERVICES, Puslic Hears 
SERVICE, ON GRANTS TO STATES FOR POLIOMYELITIS VACCINATION, PusBLic Hearts 
SERVICE 


Mr. Chairman and members of the committee, this supplemental appropriation 
request in the amount of $27,800,000, together with the $30 million already appro- 
priated in the last session of Congress is to complete the Federal financing neces. 
sary to carry out the purposes of the Poliomyelitis Vaccination Assistance Act of 
1955, as amended. These funds would be allotted among the States for use ir 
carrying out poliomyelitis vaccination programs for children under 20 years of 
age and expectant mothers. The total $57,800,000 in Federal appropriations 
would remain available for use by the States through June 30, 1957. 

Section 3 of the Poliomyelitis Vaccination Assistance Act contains a formula 
by which appropriated funds are allotted among the States and by which the 
total amount of Federal appropriation necessary to carry out the authorization 
in the act is determined. 

This formula contains three factors: 

1. Thirty-three and one-third percent of the unvaccinated children under 
20 years of age and expectant mothers as of June 30, 1955; 

2. The cost of poliomyelitis vaccine ; and 

3. The ratio of the per capita income of the United States to the per capita 
income of each State. 

Funds allotted among the States on this formula are available only for the 
purchase of vaccine. The act also authorizes, however, an additional amount 
equal to 20 percent of this allotment to be available to the States for administer: 
ing the vaccination program or, at the discretion of the State, for purchasitg 
vaccine. 

There are approximately 65 million children under 20 years of age and et 
pectant mothers in the States. Of this number almost 7 million children had 
received 1 or 2 injections of vaccine under the program of the National Found 
tion for Infantile Paralysis. Thus there are approximately 58 million children 
and expectant mothers eligible for 3 injections of vaccine and almost 7 million 
children eligible for 1 injection of vaccine under this program. 

The cost of the vaccine purchased with grant funds based on our experience (0 
date averaged 78.6 cents per cubic centimeter until early in February of this 
year, and now the cost is about 70 cents per cubic centimeter. 

These data, as applied to the formula in the act, would require a Federal 
appropriation of $48,167,000 for the purchase of vaccine. With the additional 
20-percent allotment of $9,633,000 authorized for administering the vaccination 
program, the total of Federal funds required to carry out the act is $57,800,000". 
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This amount will be sufficient to provide 3 injections of vaccine to 36.8 per- 
ept, or approximately 21,455,000 children and expectant mothers, and 1 injection 
for approximately 2,550,000 children. 

The rate of future expenditures of Federal funds in the poliomyelitis vaccina- 
tion program will depend upon two factors: 

1. The amount and rate of vaccine production ; and 
2. How much of the available vaccine States buy for public vaccination 
programs. 

Both of these are unpredictable in terms of accurate forecasting. It would 

appear, however, on the basis of past experience, that some States will have 
exhausted their allotments of presently appropriated funds before May 1 of this 
year. 
’ This supplemental appropriation is needed, therefore, within the next month 
in order to permit States to move forward as rapidly as possible with their 
vaccination programs before the beginning of the next poliomyelitis season. 
Only by being able to purchase and administer vaccine as rapidly as it becomes 
available can they insure the greatest possible protection against paralytic polio- 
myelitis this year. 

We have been very encouraged by the demonstrated effectivness of the vac- 
cine. Experience during 1955 has shown that the paralytic poliomyelitis rate 
was more than four times greater among unvaccinated children than among 
vaccinated children in the same age group and same locality. Consequently, we 
feel that the funds already appropriated and those requested in this supple- 
mental appropriation will make a very important contribution in the major 
reduction of suffering, disability, and death from poliomyelitis. 

| shall be very happy to attempt to answer any questions which you may have. 


GraNTs TO STATES FOR POLIOMYELITIS VACCINATION, PuBLIC HEALTH SERVICE 


Obligations by activities 


Activity 1956 appro- | Supplemen- 


priation al request 1956 total 


}, Grants to States for poliomyelitis vaccination (total obliga- | | 
tions are $27, 800,000 | $57, 800, 000 
| 


Obligations by objects 


priation | tal request 
| 


} | 
Object classification | 1956 appro- | Supplemen- | 1956 total 


6: Supplies and gener... .... so cee wnwcececvancs asad $1, 900,000 | $27, 000, 000 | $28, 900, 000 
ll Grants, subsidies, and contributions : eee oe | 800, 000 28, 900, 000 
| 


ee 


Total obligations : | 30, 000, 000 27, 800, 000 | 57, 800, 000 


JUSTIFICATION 


With the extension of the terminal date of the Poliomyelitis Vaccination Assist- 
ance Act of 1955 through June 30, 1957, a supplemental appropriation of 
$27,800,000 will be required to complete the Federal financial contribution pre- 
scribed in section 3 of the act. This conclusion is based on computations made 
in accordance with the formula in the act which takes into account: 

1. 3344 percent of the number of eligible persons in each State (children 
under 20 years of age and pregnant women) ; 
2. the cost of the vaccine; 
3. the ratio of the United States per capita income to the per capita 
_ income of each State. 
this formula would require a Federal appropriation of $48,167,000 which would 
le available to the States only for the purchase of vaccine. The act also pro- 
vides for an allotment to each State of an additional amount equal to 20 percent 
of its formula allotment. This additional sum is available to help defray costs 
of administering the vaccination program or, at the discretion of the State. 
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Allotments of current and proposed appropriations for grants to States under jh, 
Poliomyelitis Vaccination Assistance Act of 1955 


Allotment of | Allotment of 4 
current proposed Allotment of 
appropria- appropria- total anpro. 
tion tion priation 





—— ~ ~ -- - - - —— —— 


Total $30, 000,000 | $27, 800, 000 $57, 800, 099 


Alabama 986, 907 914, 534 | 1, 901, 44] 
Arizona..........- Raenamrenieg 9, 167 | 193, 828 402: 99s 
Arkansas. _-.---- ves 346, 637 217 1, 245, 8% 
California , 597, 864 | , 480, 687 3, O78. 551 
Colorado 240, 586 222, 943 463. 599 
Connecticut 5, 065 | 228, 020 474, 085 
Delaware __- | 2,118 39, 81. 
District of Columbia | 608 93, 193. R38 
Florida i | 027 527, , 304. 40: 
Georgia adalat casi deomanae bs cab eashean's eats ina 329 | 919, 558 | 911, 887 
Idaho és seneaee _— pecsece 225 28, 266, 3] 
Illinois : 062 

Indiana a 435 | 

Iowa eis . a . 128 | 

Kansas ne | 

Kentucky - - - 

Louisiana 

Maine 

Maryland 

Massachusetts _ - te chektecwan kinds bho did thies binkeadis 

Michigan , 007, 656 | 

Minnesota ----- ankep setae Rpctcieotons pean 448 

Mississippi See . scviletanen Sinviibahs , 196 | 

Missouri ....-.- i aiataeted Sciatte - ee 848 | 

NG Gt alaiatenteigeridadnanidalcnbmgcs beeen | 5, 672 

Nebraska : 245, 82 

Nevada 541 | 

New Hampshire ; , 295 

New Jersey 386 | 

New Mexico 754 | 

New York ssthiinecitea he . , 727, 103 | 

North Carolina , 257, 807 | 

North Dakota_ --- . ne 718 | 

Ohio-- aval i iate . , 504 ; 
Oklahoma. - -- oii ' | 949 54, O18 943, 968 
Oregon - a : 842 250, 0£ 519, 8 
Pennsylvania ; 896 , 455, 697 | 3, 026, 543 
Rhode Island 5, 211 | 3, 76% 221, 973 
South Carolina | 198 350, 97 
South Dakota 769 | 

Tennessee 814 | 

Texas_- ete ; : , 995 

Utah 2 ss ‘ hepa wai 281 | 

Vermont-_. 78, 718 

Virginia 5, 384 

W ashington bi 384, 315 

West Virginia__-.. ‘ paca , 270 

Wisconsin - - -- ; ; 310, 539 

W yoming._- 56, 069 

Alaska_. , 240 

Hawaii , 359 

Puerto Rico. _- , 169, 790 

Virgin Islands_ - -- , 941 

Canal Zone 5, 702 

Guam i cae 7 22, 571 

American Samoa_- = ‘ ; ‘ bhad 2, 758 


for the purchase of vaccine. A total of $9,633,000 will be required to fulfill 
this authorization under the act. The total funds required, therefore, would 
be $57,800,000. 

A total of $30 million has already been appropriated for use under the present 
act. Of this amount, $25 million is available only for the purchase of vaccine 
and $5 million for administration of vaccination programs or purchase of vaccine. 

The only variable factor in the formula is the cost of poliomyelitis vaccine. 
Since the preparation and submission of the original supplemental appropria- 
tion request, manufacturers have reduced the price of vaccine by approximately 
9 cents per cubic centimeter. This price reduction accounts for the reduction of 
this supplemental estimate from its original $33 million to the present $27,800.00. 
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Although the full authorized Federal appropriation of $57,800,000 will not be 
spent by July 1, 1956, it will be necessary for the full appropriation to have been 
made prior to the end of this fiscal year. According to our estimates, about 
9 States may exhaust their allotments of the current $30 million appropriation 
pefore May 1, 1956, and one State may reach this point before April 1. Allot- 
ments to States, under terms of the act, are based on funds appropriated rather 
than on appropriations authorized, and a State cannot be paid funds in excess 
of its allotments. Therefore, an additional appropriation will be required well 
pefore June 30, 1956, in order that States which will have exhausted their present 
allotments by that time, may have funds with which to secure the maximum 
possible level of vaccination prior to the beginning of the next poliomyelitis 
season in early summer. 

This supplemental appropriation estimate, therefore, proposes the additional 
appropriation of $27,800,000 to be available for expenditure along with the 
present $30 million appropriation until the proposed expiration of the Poliomye- 
litis Vaccination Assistance Act of 1955 on June 30, 1957. 

The $57,800,000 in present and proposed appropriations will provide for 3 
injections of poliomyelitis vaccine for approximately 21,455,000 children and 
expectant mothers eligible under the act and 1 injection of vaccine for approxi- 
mately 2,550,000 children who received their first or second injections under 
the program financed by the National Foundation for Infantile Paralysis. 

This financial assistance program, operating within the framework of our 
traditional Federal-State relationship, when combined with the varying fiscal 
resources of the several States, will give reasonable assurance that the children 
of the Nation are afforded an opportunity to be vaccinated against poliomyelitis. 


VACCINATION PROGRAMS 


Dr. Hatpeman. Thank you, Mr. Chairman. 

This supplemental appropriation request in the amount of $27.8 
million, together with the $30 million already appropriated in the 
last session of Congress is to complete the Federal financing necessary 
to carry out the purposes of the Poliomyelitis Vaccination Assistance 
Act of 1955, as amended. 

These funds would be allotted among the States for use in carrying 
out poliomyelitis vaccination programs for children under 20 years of 
age and expectant mothers. 

The total, $57,800,000 in Federal appropriations, would remain 
available for use by the States through June 30, 1957. 

Section 3 of the Poliomyelitis Vaccination Assistance Act contains 
a formula by which appropriated funds are allotted among the States 
and by which the total amount of Federal appropriation necessary to 
carry out the authorization in the act is determined. 

Funds allotted among the States on this formula are available only 
for the purchase of vaccine. The act also authorizes, however, an addi- 
tional amount equal to 20 percent of this allotment to be available to 


the States for administering the vaccination program or, at the discre- 
tion of the State, for purchasing vaccine. 


TOTAL CHILDREN ELIGIBLE FOR VACCINATIONS 


There are approximately 65 million children under 20 years of age 
and expectant mothers in the States. Of this number almost 7 million 
children had received 1 or 2 injections of vaccine under the program 
of the National Foundation for Infantile Paralysis. Thus there are 
approximately 58 million children and expectant mothers eligible for 3 
Injections of vaccine and almost 7 million children eligible for 1 
Injection of vaccine under this program. 
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COST OF VACCINE 


The cost of the vaccine purchased with grant funds, based on oy; 
experience to date averaged 78.6 cents per cubic centimeter until early 
in February of this year, and now the cost is about 70 cents per cubic 
centimeter. 

These data, as applied to the formula in the act, would require , 
Federal appropriation of $48,167,000 for the purchase of vaccine 
With the additional 20-percent allotment of $9,633,000 authorized fo; 
administering the vaccination program, the total of Federal funds 
required to carry out the act is $57,800,000. 

This amount will be sufficient to provide 3 injections of vaccine to 
36.8 percent, or approximately 21,455,000 children and expectant 
mothers, and 1 injection for approximately 2,550,000 children. 


RATE OF FUTURE EXPENDITURES 


The rate of future expenditures of Federal funds in the poliomyelitis 
vaccination program will depend upon two factors: 
1. The amount and rate of vaccine production; and 
2. How much of the available vaccine States buy for public 
vaccination programs. 
Senator Ture. Mr. Chairman, if the doctor does not mind the 
interruption at this point? 
Senator Hix. Certainly. 


SUFFICIENCY OF VACCINE SUPPLY 


Senator THyre. Have you any question in your mind as to whether 
there will be a sufficient amount of the vaccine? 

Dr. Hatpeman. I think there is no real question but what there will 
be sufficient vaccine between now and June 30, 1957, the period for 
which the act provides, in this program. 

Senator Hiti. The Senator will recall that the act we passed in 
the last session, the original act, expired February 15 of this year, and 
we put the February 15 expiration date in so that we might make 
another study of the situation, which the committee did do in January, 
and the Senator recalls we extended the act until June 30, 1957. 

Dr. Hatpeman. We did make that date of June 30, 1957, partially 
because of the lag between the second and the third injections. We 
anticipated that the total amount of vaccine needed would be avail- 
able by that time. 

Senator Ture. You are proceeding with the very close supervision 
to make certain that there is no child that is neglected ? 

Dr. Hatoeman. The present status of the program, Senator, of 
course, is colored by the fact that demand is much greater than the 
present supply. 

Senator Tuy. That is the question that I have concerned myself 
with and that led me to ask the question whether we were getting 
enough vaccine in order to get the complete protection and coverage. 
That is the main question that I think we must concern ourselves with 
is whether we find that there is going to be some that should be in- 
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oeulated that are not being inoculated due to the fact that there is not 
‘he vaccine with which to do it. 

Dr. HALDEMAN. Yes, that is question of time. 

In terms of this summer’s polio season, I would not anticipate that 
there would be sufficient vaccine available for all who should have it. 
In terms of the length of the act, I would say that there would be. 


DEMAND FOR VACCINE 


We have a very great deal of evidence from the States indicating 
that almost universally throughout the States, the demand at the 
present time far exceeds the supply. 

Now, as you know, the Secretary has met with each of the manufac- 
turers and discussed this problem with them. This vaccine is one of 
the most complex to produce in the Nation’s history of biologics. 

However, several of the manufacturers have indicated that they 
are taking steps involving additional equipment and personnel in an 
effort to increase this output, particularly in the immediate future. 

We do think that the rate of production in the next few months 
will increase. However, I would not want to say that everyone who 
would wish the vaccine between, say, now and July 1 will be able 
to obtain it. 

The States themselves are taking a number of steps to assure equi- 
table distribution within the States. Our voluntary program with the 
manufacturers assures an equitable amount going into each State, 
based on the child population of that State, compared to the country 
as a whole. 

The States themselves are maintaining very close control over the 
amounts of vaccine going to individual areas in their States and are 
taking every step to see that that distribution is equitable, so that a 
child in one community has as nearly as possible an equal opportunity 
to obtain the vaccine as compared to a child in another community. 

Most of the States have had a good deal of experience in this 
because they presently are distributing other biologics, but I know of 
nothing except increased production that will really solve the problem. 

Senator Toye. That is all. 

Senator Hix. Thank you, Doctor. 


CONSTRUCTION OF RESEARCH FACILITIES 


STATEMENT OF DR. JAMES A. SHANNON, ASSISTANT SURGEON 
GENERAL, PUBLIC HEALTH SERVICE 


SUPPLEMENTAL ESTIMATE 


“CONSTRUCTION OF RESEARCH FACILITIES 


“For construction of a laboratory building for the biologics standards activities 
of the National Institutes of Health, and for expansion of and additional equip- 
ment for the boiler plant, including the preparation of plans, supervision, and 
fixed equipment, to remain available until expended, $3,190,000, together with 
hot to exceed $310,000 of the unobligated balance of funds previously appro- 
priated under this head.” 
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CONSTRUCTION OF RESEARCH FACILITIES, PuBLIc HEALTH SErRvicr 
cisiO 
supp 
pn the | 
1956 appro- |Supplemental] a one 

|  priation request | *%9 lota cine 

egies . = - | phn anil 


1. Construction of biologics standards building and related | vace 
facilities. _ | $3, 500, 000 $3. 500 ( ing, 
2. Completion of construction commenced in prior years $3, 371, 660 —40, 000 3, 331.4 M 


Obligations by aetivities 


Activity 


Total obligations_..................- dowewticasak tic ded’ Akane 3, 460, 000 5, 831.69 cone 








Obligations by objects am 
SS ys esta 
i SUEN e | 1956appro- |Supplemental, ,,.. roc 
Object classification priation | request 1956 tota: yo 
- os _ — are 
ALLOCATION TO GENERAL SERVICES ADMINISTRATION | | | of t] 
Travel.__ ceeeade weal a 200 | $1, 500 1 7 vi 
Transportation of things...__________.__._________- 500 | ; 54) com 
Communication services. -...............--- a ale 500 1, 000 1,0 esta 
Printing and reproduction _- ; 10, 000 13, 000 | 23, 04 tion 
Other contractual services. _. .-- sinha a kaecioin hi 2 286, 558 208, 000 494, 55s 
Supplies and materials__..._____- see abate 2, 000 | 1, 500 3, 5a beet 
Equipment- ndeekee ae cadeke pe 400, 000 485, 000 R85, Ot ther 
Lands and structures-.................- aaa 2, 255, 668 2, 750, 000 | 5, 008, 668 futu 
Total, General Services Administration................-| 2, 26 8,460, 000 bi _ 4, 6.415 42 TI 
—SS | tory 
inh SI irintsti sisi 3d | 68, 3, 460,000 | 6, 831,68 of it 
.). As 
gra] 
PREPARED STATEMENT stro 
expi 
Senator Hiri. Now, Dr. Shannon, do you wish to address yourself 1 
to this item of construction of research facilities ? a 
Dr. Suanwon. If I may, Mr. Chairman. eine 
I have a statement of five pages which perhaps I could summariz J biol 
in a short period of time. | 
can 
Senator Hitz. If you would, we would be happy to have you do t 
so. gon 
(The statement referred to follows :) buil 
gral 
STATEMENT BY DIRECTOR, NATIONAL INSTITUTES OF HEALTH, PUBLIC HEALTH Seni- 
ICE ON CONSTRUCTION OF RESEACH FACILITIES, PUBLIC HEALTH SERVICE (Blo 
LoGIcs STANDARDS ) 1 


Mr. Chairman, gentlemen, the supplemental appropriation request that is be peo 
fore you concerns the construction of a new laboratory building at the National orn 
Institutes of Health. This is to provide essential laboratory space for the Di- the 
vision of Biologics Standards, established last June in recognition of the in cin 


creasing responsibilities of the Public Health Service in the licensing, testing, of 
and control of vaccines and other biological products. These responsibilities, Clea 
you will remember, were brought into sharp focus by the inception of polioc BY 
myelitis vaccination programs. As a corollary to its control and regulatory os 


functions, the Division of Biologics Standards conducts such research as is esse: 
tial to deal with trends, advances, and problems in biologicals, including re per 
search to improve existing products and to develop new ones. 

In presenting this supplemental appropriation request for your consideratiol, 
I wish to consider three factors: (1) Why there is a need for this building; (2) = 
what programs and functions it will subserve; and (3) why it is necessary saf 
to ask for supplemental budget consideration instead ef bringing it to you as 
a regular 1957 appropriation item. 

First, however, I should recapitulate very briefly the chronology of recent 
events to which this proposal for a new building is related. Following the de 
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-jsion last spring to expand the program of biologics control and research, three 
supplemental appropriation requests for the 1956 fiscal year were brought to 
the Congress for consideration. Two of these were acted upon immediately— 
one Which provided $750,000 for a needed expansion in the poliomyelitis vac- 
eine testing program, and one which provided $600,000 for the construction of 
animal facilities to provide quarantine housing for monkeys used in poliomyelitis 
yaccine testing. The third request, which was for the biologics standards build- 
ing, was deferred until this year. 

My colleagues and I are here today to answer any questions you may have 
roneerning this building. 

THE NEED 


In recent years, there has been an expanding range of diseases to which 
piological products are applicable. The Division of Biologics Standards now 
establishes the standards for and controls the release of some 200 biological 
products. For each of these, the Division recommends manufacturers who 
should be licensed, establishes standards for manufacture, sees that standards 
are maintained by reviewing protocols of the production process, testing samples 
of the product and inspecting plants and processes. 

Some of these biologicals, such as the poliomyelitis vaccine, are unbelievably 
complex in their manufacture and demand considerable time and effort in both 
establishing the standards and maintaining them. Moreover, there is no ques- 
tion that the time interval between the discovery and use of these products has 
been considerably shortened and that a much greater volume of biologicals, 
thereby, will become the responsibility of the Division in the relatively near 
future. 

The Division of Biologics Standards, which until last June was the Labora- 
tory of Biologics Control, was established not only to meet the increasing burden 
of its regulatory functions but to develop and strengthen its research functions. 
4s you know, the initiation of the poliomyelitis vaccine program last year 
graphically revealed the importance of biologics control, the essentiality of a 
strong research component in the regulatory agency, and the urgent need to 
expand this unit to achieve a broader and sounder base. 

There are other emerging problems to which the new division is directing its 
attention. Hepatitis, which is a serious problem in blood and blood products, 
requires intensive study. There is work being pressed forward toward vac- 
cines against upper respiratory tract diseases, and measles. Studies related to 
biologie products which are employed in the treatment of allergies are essential, 
as are those related to potential biological products having action against 
cancer, 

The program side of our biologics standards operation has already under- 
gone substantial modification and expansion to meet these needs. The new 
building proposed under this supplemental appropriation will give the pro- 
gram the space and facilities required for effective operation. 


THE STRUCTURE 


The 1955 fiscal year program for biologics control consisted of a staff of 45 
people and an annual budget of $327,000. In 1956, the budget of $359,000 as 
originally submitted provided for substantially the same program. Following 
the supplemental funds made available last year for testing poliomyelitis vac- 
cine, and the accompanying staff increases, it became possible to project a staff 
of 205 and a budget of $1,672,700 for fiscal year 1957. At this point, it became 
clear that the physical requirements of the new division on a long-term basis 
could be met only by construction. 

In the interim, it has been necessary temporarily to divert some of the space 
of other Institutes to the biologics standards programs. This space is not 
bermanently satisfactory for all programs and does not serve the special 
needs of the biologics control function. But it is perfectly clear that if this 
function is to continue and grow, as it must if it is to gather essential experi- 
mental data necessary to maintaining and improving the purity, potency and 
safety of the Nation’s biologicals, it must have more adequate facilities, 

What is proposed is a Georgian style, red brick structure of the same general 
size, appearance, and general characteristics of the original National Cancer 
Institute Building. The new 3-story building will have 37,729 net square feet. 


1,728 
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As planned, it will have flexibility to accommodate the many changing, sy». 
cialized requirements of the program * * * such as isolation areas for the study 
of pathogenic organisms, for tissue culture studies, for cold and hot storage 
for growing and maintaining cultures, for testing in isolation, and so on, 

The new laboratory to house the Division of Biologics Standards has a) 
estimated construction cost of $3.5 million. Our supplemental appropriatioy 
request is for $3,190,000. The balance—$310,000—will be made available frop, 
unobligated balances of funds previously appropriated under the “Constructo, 
of research facilities” head. 

THE TIME 


If affirmative action is taken now on this request, we will gain a time aq. 
vantage of 314% months over the schedule which would obtain if this were ap- 

propriated as a part of the 1957 programs. This time advantage can be useq 
to get a good start on eeunicriaet tien prior to the fall and winter months, 

The structural plans for a comparable laboratory building can be used. 
reducing the overall planning time. It would be possible to begin constructioy 
by November 1957. This schedule would assume favorable action by Congress 
in March, and completion of plans and letting of contracts by late July. 

I recognize, as I’m sure you do, that by bringing this to you as a supplemental] 
appropriation matter, we are potentially gaining only 3 to 344 months on the 
time schedule for this laboratory. But the 3 to 344 months do make an important 
difference to us. The poliomyelitis vaccine research and testing programs are 
picking up momentum. The division is staffing up for its expanded mission. 
The professional staffs are crowded into space which was stripped temporarily 
from the research institutes. We want to stay ahead of developments in the 
biologics field. Your approval of this appropriation now will permit us to move 
ahead at maximum speed toward a sound biologics standards program which 
will be ready to meet any eventuality. 


1956 supplemental budget 


Construction of research facilities (biologics standards) : 
1956 appropriation request $3, 190, 000 
Balance to be made available from previous appropriations 
under this head : 310, 000 


Total 3, 500, 000 


Background 


Beginning in the spring of 1955, following the occurrence of certain problems 
related to poliomyelitis vaccine, the biologics control activities of the National 
Institutes of Health have undergone steady and continuous expansion. Recog- 
nition of the increasing significance of biologics control—not only in terms of 
poliomyelitis vaccine but also in terms of the total field of biological products 
generally—led to the establishment of a full Division of Biologics Standards in 
June of 1955. This new Division is enlarging its scope in order to increase the 
effectiveness of its control measures and to permit participation in all facets of 
research concerning biologic materials. With responsibility for quality and 
safety control of all biologic products resting with the Public Health Service, the 
Division must be constituted to keep abreast of the rapid developments in this 
field, particularly in the area of virus vaccines. 

To implement this expanded program, three supplemental appropriation items 
for the 1956 fiscal year were considered in the closing days of the 1st session of 
the 84th Congress: 

1. Operating funds.—: iti ‘ its i polio- 
myelitis vaccine testing program ($750,000). 

2. Construction of additional animal facilities—To house monkeys during 
their quarantine period prior to use in the poliomyelitis testing program 
($600,000) . 

3. Construction of a new laboratory building—For the expanded biologics 
standards operation ($3,190,000). 

The first two of these items received immediate congressional action ; $750,000 
was appropriated for the poliomyelitis vaccine operation and $600,000 for col- 
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struction of the monkey facility. The third item—the proposed biologics stand- 
ards building—was deferred for more thorough examination and study when 
the Congress reconvenes in January 1956. 


piologics standards building 


Supplemental budget consideration is again proposed to provide for con- 
struction of the biologics standards building. Consideration now, rather than 
with the regular 1957 appropriation items, would offer a time advantage of 
approximately 344 months. Assuming that funds become available in March, 
and that existence of structural plans for building 6 (National Cancer Institute 
Building) will reduce overall planning time to 3 months, it would be possible 
to get out bids in July and to get the work underway in August 1956. This 
would assure a good start on construction prior to the inclement fall and 
winter months. Construction would require an estimated 15 months for com- 
pletion or until November 1957. This time advantage would not be possible 
under regular appropriation treatment since funds could not be made available 
to the Publie Buildings Service for development of detailed plans and specifica- 
tions until midsummer and actual construction therefore would not get under- 
way until November or December of 1956. 

With respect to the current year’s operation, the new Division of Biologics 
Standards has strengthened its poliomyelitis vaccine testing and inspection pro- 
gram, and equally important, it has established the framework for a stronger 
research program in matters affecting biologics. With respect to the monkey 
facility, the construction contract Was awarded on September 15 and work begun 
on September 16. The new building was turned over to the NIH for occupancy 
on January.13, 1956. 

The current and most pressing problem facing the Division is the need for 
additional laboratory space and facilities. As indicated in the original supple- 
mental construction budget, it was necessary to divert the resources of other 
research institutes in order to increase the poliomyelitis vaccine testing pro- 
gram. Since that time, developments in biologics activities have been so rapid 
that the National Institutes of Health is again faced with an immediate need 
for further diversion of resources at the expense of other research programs 
and the establishment of further temporary emergency adjustments in space 
and facilities. This operating experience has served to reemphasize the fact 
that the physical requirements of the new Division on a long-term basis can 
be met only by new construction, 


Program consideration 


The regular program for biologics control for the 1955 fiscal year consisted 
of a staff of 45 people and an annual budget of $327,000, exclusive of central 
services. The costs for the same program in the original 1956 budget amounted 
to $359,632. With such funds, the NIH planned to operate its regular program 
of licensing some 200 biologic products, and in addition, to provide for a polio- 
myelitis testing program on substantially the same basis as that used during 
the 1954 National Foundation for Infantile Paralysis field trials. 

Under the original program, the Laboratory of Biologics Control had the 
staff and facilities to place on monkey test for safety and potency one vaccine 
lot each week; tissue culture tests of lots of vaccine submitted for clearance 
(one 10 ce sample for each lot) were also started as soon as possible after 
receipt of samples. When problems arose in the development and production on 
the Salk poliomyelitis vaccine, the program was stepped up as rapidly as possible 
by diverting resources of other Institutes in order to place two lots per week on 
monkey tests and place all lots submitted by the manufacturers on tissue culture 
tests without delay. This was the augmented 1956 program for which the 
Congress provided supplemental funds amounting to $750,000. 

From our experience to date, there is every evidence that the testing program 
for poliomyelitis vaccine—as well as for other biological materials—will be 
progressively changed, in order to further ensure the safety, purity and potency 
of the product. The Division has already taken steps to adapt its monkey testing 
program to 3 tests per week in lieu of 2 as contemplated in earlier planning. 
Scientific findings available within the past 2 months have established that the 
monkey test utilizing certain new modifications is more accurate and sensitive 
than the present tissue culture test. The significance of this is that vaccine lots 
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can now be cleared with a greater degree of assurance than was possible unde; 
previous monkey and tissue-culture testing procedures. The method does, hoy. 
ever, require greater expenditure of personnel, animals, tissue Cultures and 
funds. Tissue cultures are performed on all animals employed in each of these 
tests. 

With respect to tissue-culture testing, progress has also been made. To assure 
a greater measure of safety in the Government’s testing program, a procedure 
is being established in which 1,500 cubic centimeters of vaccine is tested rather 
than the 10-cubic centimeter sample which was previously tested. This type 
of duplicate testing is in line with recommendations of the Surgeon Genera)’: 
Advisory Committee on Poliomyelitis Vaccine to the effect that Governmen; 
testing should approach, if not equal, the volume of testing performed by the 
manufacturer. 

The recent changes in procedures and volume for testing poliamyelitis vaccine 
are indicative of the problems constantly being faced at the NIH and emphasize 
the need for additional space and facilities. The demand for poliomyelitis yac. 
cine, together with possible introduction of new attenuated virus vaccines, indi. 
cates that the projected 1956 workload will not diminish for several years. |p 
addition, there is every likelihood that vaccines for other virsus diseases may be 
developed for widespread use in the immediate years ahead. The very tempo 
of such advances will in itself create problems of a nature wholly unknown prior 
to the advent of the Salk vaccine. 

Under these circumstances, the NIH must be prepared—in terms of space and 
laboratory facilities as well as professional and technical personnel—to cope with 
any production, testing, or licensing problem which may be created by the Salk 
vaccine and the improved versions certain to follow. It must also be prepared to 
cope with other new biologics products as they become ready for widespread 
use. This preparedness must include not only testing facilities but also laboratory 
research facilities in order that important facets of biologists research may be 
under active and positive investigation. This type of research is essential to 
obtain the basic information on which to build accurate and senstive tests on virus 
vaccines with respect to safety, purity and potency; to keep current on the latest 
scientific data in the field of virus vaccines generally ; and to assure facilities for 
constant checking, altering and improving of existing tests as well as developing 
new tests. 

Space considerations 


Before the poliomyelitis testing program began in 1954, the biologics control 
program required a space allocation of 8,732 feet. Subsequently, this has been 
increased by emergency allocations of additional testing facilities initially to a 
total of 19,784 square feet and more recently to a total of 29,841 square feet. The 
space needs for emergency poliomyelitis testing are being accommodated in 1956 
only by diverting facilities which have been committed and planned for occt- 
pancy by other institutes. 

For example, the poliomyelitis testing program has temporarily taken over space 
in building 5 (National Microbiological Institute Building), which is currently 
under contract to be converted and adapted for the chemotherapy program of 
the Laboratory of Tropical Diseases, now located in building 3. The building 3 
space, in turn, is under contract to be converted to research laboratories in 
connection with the use of the entire building by the National Heart Institute. 
Multiple moves of this sort have been carefully worked out over the past year 
as a part of a coordinated program to develop maximum utilization of all re- 
search facilities in the existing buildings including the Clinical Center. The 
planned reconversion of the older buildings is being carried out at a total cost of 
approximately $850,000. It is clear that without additional construction perma- 
nent housing of the biologics control program cannot be achieved without per- 
manently disrupting the reconversion plans for the other institutes. 

A detailed study has been made to determine whether there is sufficient re 
search space not currently utilized in the Clinical Center or elsewhere which 
might be available for the new program in biologics standards. This study indi- 
sates that the direct research programs of the seven institutes will functionally 
occupy all available space, and approach full utilization of such space under the 
staffing pattern which will be in effect by June 30, 1956. The new laboratories 
which will not be fully utilized until 1957 are scattered throughout the NIH, 
and there is no practicable way by which these can be shifted to provide con- 
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tiguous space for the biologics standards program. Such moves could only be 
accomplished with extensive reconversion costs and complete disruption of func- 
tionally related segments of research programs with consequent loss of produc- 
tivity. An effective biologics program requires a physical setup conducive of 
achieving maximum coordination and supervision. This cannot be achieved 
in scattered laboratories. On the other hand, a requisite amount of isolation 
from research procedures is essential in order to avoid accidental contamination 
which would invalidate results of tests of poliomyelitis vaccines. 

Description of building and specialized requirements 

With respect to internal design of the building, a number of specialized re- 
quirements must be provided for the typeof operations engaged in by the Division 
of Biologics Standards. The responsibilities of the new Division embrace a 
multiplicity of diverse duties which are subject to continuous change—both 
in scope and content—depending upon accomplishments in the biologics field. 
Adaptability of space is, therefore, essential to future as well as current needs. 
Furthermore, Many problems involve the study of organisms highly pathogenic 
for man and therefore will require definite separation of functional divisions 
within the building. 

Notwithstanding the need for adaptability, certain areas in the proposed 
building would be designed for specific and specialized purposes. There must 
be provisions for tissue culture studies since such techniques now constitute 
and will probably continue to constitute, the best methods for testing and 
studying viruses and preventive or therapeutic agents derived therefrom A 
glassware unit for preparation of special glassware is essential. The needs of 
a tissue culture testing program cannot be met by a facility which is not spe- 
cifically designed for that purpose. The difference between glassware “clean” 
for bacteriological purposes and “clean” for tissue culture purposes is so great 
as to make it necessary to separate glass-washing operations according to the 
purpose. In addition, coldrooms and hotrooms are essential for work in this 
field. Storage of media, vaccines, other biological materials and cells require 
coldroom facilities greater than encountered in previous microbiological pro- 
grams. The methods and techniques of growing and maintaining adequate 
supplies of viable tissue cultures are so demanding that a large amount of 
hotroom space must be at hand for incubation of cultures at proper tempera- 
tures. In addition to the original cultures made from each lot of vaccine at 
least double the number of containers are employed as subcultures. Presently 
tests performed here require holding test cultures on each vaccine for a period 
of 28 days. Each of the tissue culture laboratories should be isolated and self- 
contained so that they could be used as entities either for testing or research. 

The testing programs need to be carried on in laboratories physically com- 
partmented from any research program because of the possibility of contamina- 
tion of test systems by virus employed in research projects. The economic 
importance of such isolation can be illustrated by the fact that some single lots 
of poliomyelitis vaccine may have a commercial value as high as $1.5 million. 
A positive finding of virus in the Government’s tests would be a major factor 
in eliminating the entire lot of vaccine for distribution and sale. Under the 
circumstances, the need for assurance that lot samples cannot be accidentally 
contaminated in the Government testing laboratory cannot be overemphasized. 

The above cencept applies to the monkey safety testing program as well as 
to the tissue culture safety testing program. Space in building 12 (service 
building) is being used temporarily to house monkeys on test. This is gradu- 
ally being converted into an isolation unit which, although it is makeshift and 
leaves much to be desired, allows for a fairly reasonable degree of isolation 
provided (1) lots of vaccine from only one manufacturer are allowed in a cubicle 
and (2) no experimental studies are performed in the area. The changes 
greatly emphasize proper housekeeping and awareness of the difficulties which 
night arise. The fact that experimental studies of such an important test as 
the one employing monkeys must be foregone is a matter which will be cor- 
rected when the new building becomes available. 

Problems arising from testing poliomyelitis vaccines composed of attenuated 
strains of virus will differ from those arising from the present killed virus 
vaccine. Such relatively innocuous agents as measles virus will produce diffi- 
culties due to the method by which it spreads. The task of maintaining strict 
isolation of any of the viral agents which are spread through air contamination 
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must be reckoned with and serious attempts made to control this factor before 
the situation presents itself. Cubicles with separate inlets and outlets for air 
should be provided. The testing facilities should be sealed from the researe} 
area and should be reached by a separate elevator opening to the outside of 
the first floor. A small incinerator for separate disposition of materials shouiq 
also be placed in the area. The plans on which this revised estimate is baseq 
now include a modification of the attic space to provide the necessary isolation 
of testing activities. 

Special facilities for transfer and manipulation of highly pathogenic agents 
are needed to protect personnel. These should consist of sterile rooms an 
hoods with built-in utilities such as gas, vaccum, etc. 

With respect to technical construction requirements, the proposed building 
would be of the same general size, exterior appearance, and basic structural 
characteristics as the National Cancer Institute Building (building No. 6) 
Two other of the NIH buildings at Bethesda, building 4 (National Institute 
of Arthritis and Metabolic Diseases and National Institute of Dental Research) 
and building 5 (National Microbiological Institute), are also similar. This 
would be a Georgian style, red brick structure with 37,729 net square feet 
(70,380 gross feet and 780,962 cubic feet). The interior arrangements of the 
proposed building would utilize the flexibility of demountable or movable parti- 
tions like the Clinical Center rather than the tile walls used in the Cancer 
Building, except in the animal isolation units where walls will be of a type 
which may be disinfected as required. The air conditioning and heating system 
must be constructed so that there is no reuse or recirculation of air throughout 
the building. This is necessary not only to protect personnel but also to protect 
projects underway in various parts of the building. Approximately 300 tons 
of air conditioning are involved. 

The original supplemental budget of $3,190,000 included $100,000 for separate 
facilities for air conditioning the Biologics Standards Building above. The 
Public Buildings Service advises that a more realistic estimate for a separate 
system is $150,000. Moreover, after careful restudyv of the problem, the Public 
Buildings Service and the National Institutes of Health concur that the most 
effective and satisfactory approach to air conditioning the new building is 
through an extension of the boiler plant to house an additional 1,050-ton com- 
pressor. The decision that air conditioning can best be handled by installing 
an additional compressor centrally is based upon the necessity for providing 
additional reserve capacity in case of failure of one of the existing five com- 
pressors, which are now operating close to capacity in servicing existing NIH 
buildings. Since not all the compressor’ capacity would be committed to the 
proposed Biologics Standards Building, it is proposed that the additional cost 
be met by use of construction-fund balances remaining upon completion of the 
Clinical Center and related service buildings. 


Detail of construction requirements 


New biologics building.—The proposed biologics building weuld be located be 
tween the present research building No. 8 and the grounds maintenance building 
(building No. 22) in the area which was cleared during the development of the 
service buildings. Approaches and parking can be easily arranged and there is 
ideal proximity to other research areas and the necessary central services. Util- 
ities are reasonably convenient. The building consists of subbasement, basement, 
three floors and attic, brick faced, stone trim, with pitched slate roof, having 
one freight and two passenger elevators, air conditioned throughout, and with 
fluorescent lighting. The area of the structure is summarized in the cost tabula- 
tion below. 

Extension of boiler plant (building 11).—Extension of air-conditioning room to 
house additional compressor—gross area of 2,012 square feet and net area of 
1,740 square feet. Volume of 76,456 cubic feet. 


Recap of total estimate costs by building 


Proposed biologics building $: , 045, 000 
Extension of boiler plant 2 455, 00) 


— 


8, 500, On) 


1 Includes $200,000 for PBS plans and supervision. 
2 Includes $25,000 for PBS plans and supervision. 





ti 
af 


Or 
m 


di 


In 
al 


bi 
p 
al 
re 
§ 


to 
pm 
fa 
of 


fore 
Y air 
arch 
le of 
ould 
ased 
ation 


zents 
and 


ding 
tural 
. 6) 
itute 
rch) 
This 
feet 
F the 
arti- 
incer 
type 
‘stem 
thout 
otect 
tons 


arate 
The 
arate 
‘ublic 
most 
ng is 
com- 
ling 
iding 
eom- 
NIH 
9 the 
| ost 
f the 


“ be- 
iIding 
if the 
pre is 
Util 
ment 
aving 
with 
ibula- 


om to 
ea of 


5, 000 
5, 000 


(), O00) 


SECOND SUPPLEMENTAL APPROPRIATION BILL, 1956 397 


The foregoing cost estimates were developed by the Public Buildings Service of 
the General Services Administration. 


Comparison of original NIH estimate (June 1955) and revised PBS estimate (De- 
cember 1955) for Biologics Standards Bulding 


| Original | Revised 
| submission submission 
(NIH) | (PBS) 


| 


Gross cubic feet. ....---- nae § Pak pase aces 742, 000 t 780, 962 
Gross square feet _ - egies is sid 67, 500 170, 380 
Net usable square feet ; paatieiepearetan Sic 32, 14 144 


Deseription: 

Fi out idation piling $87, 000 $60, 000 
Superstructure, including elevators, movable partitions, internal me- | 

chanical and electrical services_- : ; aw 1, 620, 000 31,791, 600 
Extension of mechanical and electrical] services. ___- inka ee 100, 000 70. 000 
Approach work—grading, madoonis, SS ELTA c 40, 000 50, 000 
\ir conditioning 100, 000 4 430, 000 
External fire escapes ‘ y ; > si 30, 000 5 43, 400 
Contingencies and reservations _ 7 250, 000 3 155, 000 
Constant temperature rooms.- -- 230, 000 190, 000 
Other fixed equipment ---- ie 458, 000 485, 000 
Plans and supervision. ; 275, 000 6 225, 000 


Total : ee ; 3, 190, 000 3, 500, 000 


Gross cubie and square feet increased by PBS because present-day fire safety standards require the en- 
of fire escapes 

Net usable square feet increased because NIH has converted the attic area into usable animal testing 
space . : . 

Superstructure costs are more and contingencies less than original estimates primarily because certain 
unknown requirements in the original estimate are now definite and can be included in superstructure item. 

Increase in air conditioning based upon proposal to install a 1,050-ton additional compressor as a part of 

central boiler plant system rather than a separate 300-ton unit servicing Biologics Standards Building 


PBS estimate based on enclosing fire escapes; original NIH estimate was based on open-type fire escapes. 
‘ PBS estimate for extension of the central boiler plant includes $25,000 for plans and supervision. 


BIOLOGICS CONTROL ACT 


Dr. SHannon. This supplemental request is to cover the construc- 
tion of facilities essential for the conduct of our testing and research 
activities under the Biologics Control Act. 

These needs were thrown into sharp focus by the need to establish 
on a wide basis a national program of vaccination against polio- 

mye ‘litis. 

The difficulties with safety and quantity production of this vaccine 
during the past year is, in our opinion, a clear forerunner of problems 
in the immediate future in the broad field of virus vaccines. 

I mention those relating to the common cold, respiratory, hepatitis, 
and many others of great ‘significance. 

The facilities we request will permit the discharge of our responsi- 
bility on a level of excellence at least equivalent to the industry whose 
products the division controls. Until such new facilities are avail- 
able, we will continue to improvise facilities at the expense of other 
research programs at the National Institutes of Health in which the 
Congress has evinced deep interest. 

I have in mind cancer, heart, mental health, and the like. 

The requested supplemental is for the sum of $3,190,000. This, 
together with an ORONO, construction balance of $310,000, will 
permit the construction of a $3.5 million facility similar in size and 
facilities to the National Cancer Institute building, with which some 
of you are familiar. 
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I might say that this is part of an overall program which completes 
the building program originally contemplated for the National Insti. 
tutes of Health, including the construction of some additional faejjj. 
ties that will support the activity, these again from unexpended bal. 
ances in the original appropriation. 

Senator Hm. Any questions, Senator Thye? 

Senator Ture. I have none. 

Senator Hiri. We went into this rather fully before our subeom. 
mittee, as Senator Thye so well knows, since he is so much interested 
in the matter. 





INCREASED PAY COSTS FOR PUBLIC HEALTH SERVICE OFFICERS 


Senator Hiri. On yesterday, March 21, 1956, the Senate received 
a supplemental estimate, Senate Document 106, for funds to provide 
for increased pay costs for commissioned officers of the Public Healt) 
Service, pursuant to Public Law 20, the Career Incentive Act. 

We shall insert in the record the letter from the Director of the 
Bureau of the Budget; a table indicating that the total cost of the 
Public Health Service of the cited act during the current fiscal year 
will be $1,329,169, of which amount $967,673 will be absorbed, $31,496 
will be financed by reimbursements, leaving $330,000 which must be 
provided by supplemental appropriation; and an explanation of the 
transfer authority requested in this estimate. With this data fur- 
nished, I do not believe it will be necessary for an official of the 
Department to testify orally with regard to this estimate. 

(The material referred to follows:) 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington 25, D. C., March 19, 1956. 
The PRESIDENT, 
The White House. 


Sir: I have the honor to submit herewith for your consideration proposed 
supplemental appropriations for the fiscal year 1956, in the amount of $330,000, for 
the Department of Health, Education, and Welfare, as follows: 

“DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE 
“PUBLIC HEALTH SERVICE 
“ASSISTANCE TO STATES, GENERAL 
an additional amount for ‘Assistance to States, general’, $55,000. 
“COMMUNICABLE DISEASES 


“For an additional amount for ‘Communicable diseases’, $55,000. 


“SANITARY ENGINEERING ACTIVITIES 


“For an additional amount for ‘Sanitary engineering activities’, $70,000. 


“FOREIGN QUARANTINE SERVICE 
an additional amount for ‘Foreign quarantine service’, $20,000. 


“RETIRED PAY OF COMMISSIONED OFFICERS 


an additional amount for ‘Retired pay of commissioned officers’, $130,000. 
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letes “GENERAL PROVISION 


nsti- “The Surgeon General is authorized to transfer between appropriations to the 


Weili- ne Health Service such amounts as may be necessary to meet increased costs 
bal- thorized by Public Law 20, Eighty-fourth Congress, but no appropriation shall 
ie increased by more than $10,000 as a result of such transfers.” 
These proposed supplemental appropriations are necessary to provide for the 
nereased pay costs for commissioned officers of the Public Health Service 
varsuant to Public Law 20. The proposed provision is necessary to provide a 
jegree of flexibility which will permit absorption of these costs in other Public 
Health Serv ice appropriations. 


I] recommend that the foregoing proposed supplemental appropriations be 
transmitted to the Congress. 
Respectfully yours, 
ROWLAND HUGHES, 
Director of the Bureau of the Budget. 


Pusiic HEALTH SERVICE 


Poy cost, Faoat 1 1956, Public Law 20 


Amount 
siete S61. Estimated Amount financed by Total sup- 
Appropriation title cost absorbed | reimburse- plemental 
ments 


eT | 


tance to States, general $82, 261 $25, 360 $1, 901 $55, 000 
ntrol of venereal diseases 27, 700 27, 700 | 0 
ntrol of tubereulosis 21, 700 21, 700 0 
Control of communicable diseases 90, 920 30, 200 | 5, 73 55, 000 
sanitary engineering activities 79, 805 7, 400 2, 40! 70, 000 
Disease and sanitation investigations and 
ol , Territory of Alaska 10, 340 9, 370 70 | 0 
Salaries and expenses, hospital construction | | | 
vices 14, 514 14, 514 0 
1 als and medical care . 100 420, 300 | § 0 
eign quarantine service ‘ 26, 600 6, 600 20, 000 
ian health activities | 9, 000 119, 000 0 
Operating expenses, National Institutes of | 
Health 1, 400 | 1, 400 | 0 
salaries, expenses, and grants, National Cancer | | 
Institute ‘ i ; 50, 950 | 50, 950 0 
Me tal health activities | 31, 550 31, 550 0 
ilaries, expenses, and grants, National Heart | } 
osed lt stitute ; és 52, 080 | 52, 080 0 
) for ental health activities ae 32, 150 32, 150 0 
. \ hritis and metabolic disease activities 34, 880 | 34, 880 0 
I jiology activities-- 51, 350 | 51, 350 0 
urology and blindness activities 6, 375 6, 375 0 
tired pay of commissioned officers. - - - 141, 000 11, 000 130, 000 
s and expenses 13, 794 | 13, 794 0 
vice and supply fund 2, 700 0 % ft) 








Co a ae i tel 1, 329, 169 967, 673 


DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE 
Pusitic HEALTH SERVICE 


EXPLANATION OF PROPOSED TRANSFER AUTHORITY 


The requested transfer authority is needed to provide a flexibility in adminis- 
tration which will be required by the Public Health Service during 1956 because 
{ the large volume of increased costs being absorbed within the programs. A 
tater consideration involves the small portion of the year which is available 
for making adjustments involving cost absorption. 

Of the total pay increases occasioned by Public Law 20 ($1,329,169), over 
H percent ($999,169) is being absorbed. 

Of the total pay and travel allowance increases occasioned by Public Law 20 
($1,504,396), over 78 percent ($1,174,396) is being absorbed. 

Of the total costs of both Public Law 20 and Public Law 94, absorption is being 
required in the amount of $2,322,203, as follows : 


74919—56——26 
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Cost of increased pay : 
Public Law 20 
Public Law 94 
Tne MERCURE Wn, RVC nn eran meereraren es 378, 307 


a, 


ENE ID IR sn ee een 6, 470, 207 
Supplemental appropriations proposed : 
In H. Doc. 341 $3, 818, 000 
In Senate document 330, 000 


4,148, 0M 


Amount of absorption : 2. 95 


The program adjustments necessitated by absorption of costs in the amounts 
indicated above have forced curtailment of planned operations to a degre 
inconsistent with sound administrative practice. This is particularly true jy 
some of the relatively small appropriations. In these instances, the precaution of 
providing any reserve against such contingencies as lump-sum leave payments 
would require reductions in force which might have the effect of requiring this 
very type of payment in excess of the anticipated savings. Enactment of the 
transfer authority as recommended will assure total absorption of the amount 
indicated, and will at the same time permit restrictions to be enforced with 4 
minimum of detriment to the programs. Examples of the appropriations whic) 
probably will require transfers are those for venereal disease control and for thy 
Alaska program. 

The venereal-disease program is sponsoring the first international symposium 
on venereal diseases and the treponematoses in the last quarter of the fisca| 
year. This event has already attracted widespread international interest and 
the response has exceeded expectations. The cost of this symposium is antici- 
pated to run above $50,000. This has put severe fund pressure on an appropria- 
tion which, as of December 31, 1956, has obligated 52.6 percent of its apportioned 
funds for direct operations. 

The Alaskan program represents another case in which hardship is worked 
by the absorption of pay and travel costs. Although the amount is relatively 
small, its significance is much greater because of the fact that the fund situa- 
tion is already extremely tight and there is virtually no flexibility in this pro- 
gram which permits easy adjustments to be made. The fund pressure arises 
primarily from the fact that in accordance with the recommendations of the 
Parran Survey report, a new laboratory has been set up to give increased empha- 
sis to infectious disease investigations. This has been accomplished entirely 
within existing resources by internal absorption and redirection of program. 
Funds available for direct operations during the second half are $9,000 less than 
the amount obligated during the first half. 


SoctaL Securtry ADMINISTRATION 


STATEMENT OF JAY L. RONEY, DIRECTOR, BUREAU OF PUBLIC 
ASSISTANCE, ACCOMPANIED BY ANDREW R. N. TRUELSON, 
EXECUTIVE OFFICER, BUREAU OF PUBLIC ASSISTANCE, AND 
JAMES F. KELLY, DEPARTMENT BUDGET OFFICER, DEPARTMENT 
OF HEALTH, EDUCATION, AND WELFARE 


JUSTIFICATIONS 


Senator Hu. Now, Mr. Roney, will you address yourself to the 
grants to States for public assistance ? 

The justifications will be inserted in the record at this point. 

(The justifications referred to follow :) 


SUPPLEMENTAL ESTIMATE 


“Grants to States for public assistance: For an additional amount for ‘Grants 
to States for public assistance,’ $57 million.” 
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Ggants TO STATES FoR PusBiic AssIsTANCE, BUREAU OF PUBLIC ASSISTANCE, 
FiscaL YEAR 1956 


Program and financing 


Appropri- |Supplemental 
ation 1956 | request 1956 


Programs by activities Total 1956 





—$—__> 
—_— 


tate expenditures: 
. Payments to recipients: | 
(a) Old-age assistance $865, 500, 000 |+-$27, 700, 000 $893, 200, 000 
(b) Aid to dependent children__...................--.| 345,000,000 | +15, 900, 000 360, 900, 000 
(c) Aid to the blind 34, 500,000 | +1, 200,000 35, 700, 000 
(d) Aid to the permanently and totally disabled - - - -- 82, 500, 000 | +200, 000 82, 700, 000 


PE rkingcnustnageoeoen od |1, 327, 500, 000 | +45, 000,000 | 1,372, 500, 000 





» State and local administration: 
(a) Old-age assistance Fhe ira oan ieee 46, 000, 000 +2, 900, 000 48, 900, 000 
(b) Aid to dependent children 29, 600, 000 +3, 700, 000 33, 300, 000 
(c) Aid to the blind____- 2, 500, 000 +100, 000 2, 600, 000 
(d) Aid to the pe rmanently and totally disabled _..-- —700, 000 9, 200, 000 





+6, 000, 000 94, 000, 000 








Total for all programs-- . 11, 415, 500,000 | +51, 000, 000 | 1, 466, 500, 000 
Collections and adjustments during year _...| —15, 500, 000 —1, 000, 000 | ~16, 500, 000 


Total obligations against appropriation }1, 400, 000, 000 | +50, 000, 000 | 1, 450, 000, 000 











DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE 
SOCIAL SECURITY ADMINISTRATION 


Grants to States for public assistance, Bureau of Public Assistance, 
fiscal year 1956 
Appropriation to date $1, 400, 000, 000 
Obligations to Jan. 31, 1956 1, 090, 511, 404 
Expenditures to Jan. 31, 1956 968, 428, 079 


PURPOSE AND NEED FOR SUPPLEMENTAI. FUNDS 


For the fiscal year 1956, the Congress approved an appropriation of $1,400 
nillion for grants to States for old-age assistance, aid to dependent children, 
aid to the blind, and aid to the permanently and totally disabled under titles I, 
IV, X, and XIV, respectively, of the Social Security Act. To meet requirements 
of States for this purpose for the fiscal year, a supplemental appropriation 
of $57 million will be needed. The need for a supplemental in 1956 arises 
because average monthly payments per recipient under all programs are higher 
than those on which the appropriation was based. Also, the number of recipients 
of aid to dependent children is larger than originally estimated, and current 
expenditures for State and local administration exceed the amount included in 
the original estimate for 1956. 

Under the established procedures, all grants are approved by the Commissioner 
of Social Seeurity and certified to the Treasury Department prior to the begin- 
ning of a quarter unless there are instances of pending questions of conformity, 
unavailability of Federal funds, or failure of a State to submit required reports. 
Thus, the obligations of $1,090,511,404 through January 31, 1956, include obli- 
gations for grants to States for the quarters ended September 30 and December 
31, 1955, as well as a major portion of the grants for the quarter ending March 31, 
1956. Funds required for the quarter ending June 30, 1956, which include the 
supplemental request of $57 million, should be obligated for the entire quarter 
in March. The system of grants established under the public-assistance titles 
of the Social Security Act provides for advances to States on the basis of 
quarterly estimates and for adjusting the amounts granted by adding to or 
deducting from subsequent grants on the basis of the States’ actual expendi- 
tures. Thus, all grant operations are on a quarterly basis except that pay- 
ments to States are scheduled in monthly installments. Any balance of funds 
_ granted to States at the end of a fiscal year reverts to the United States 

reasury. 
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Justification of supplemental amount requested for grants to States i 


public assistance, fiscal year 1956 i 


Regular appropriation, 1956 fiscal year $1, 400, 000, ong 
Supplemental appropriation requested 1956 fiscal year 57, 000, 000 


oe, 
Total budget estimate, 1956 fiscal year 1, 457, 000, 009 


In accordance with the antideficiency provision in paragraph 2 of subsection 
(e) of section 3679 of the Revised Statutes, as amended, a report was mage 
on August 31, 1955, to the President of the Senate and the Speaker of the Hoye 
by the Director of the Bureau of the Budget. This report stated that approvya; 
of the apportionment of grants to States for public assistance indicated thp 
necessity for a supplemental appropriation. 


Program trends 


The Department of Health, Education, and Welfare is requesting a supple. 
mental appropriation, under the provisions of titles I, IV, X, and XIV of the 
Social Security Act, of $57 million for grants to the States for old-age assistance. 
aid to dependent children, aid to the blind, and aid to the permanently anq 
totally disabled, in addition to the regular appropriation of $1,400 million pre. 
viously made available for this purpose. The need for a supplemental in 1956 
arises because average monthly payments per recipient under all programs are 
higher than those on which the appropriation was based. Also, the number of 
recipients of aid to dependent children is larger than originally estimated, and 
the current expenditures for State and local administration exceed the amount 
included in the original estimate for 1956. 

In tables 1 to 5, attached, supporting detail is given, by program, of the 
amount required for 1956, and these data are compared with actual data for 
the fiscal year 1955. 

Old-age assistance.—The average number of recipients in 1956 is estimated at 
2,545,000, about 0.7 percent fewer than in the preceding year. The average 
monthly payment per recipient for the year 1956 is estimated at $53.18, as 
compared with an average of $53.56 in November 1955. Total expenditures for 
assistance payment are estimated at $1,624,100,000 or about $34.3 million more 
than in 1955. The Federal share of assistance payments, estimated at $897, 
500,000 is about $11.6 million more than in 1955. 

Aid to dependent children.—The average monthly number of persons—children 
and needy caretaker adults—who will receive aid in 1956 is estimated at 2,175,000, 
or 0.2 percent fewer than the average for 1955. The average monthly payment 
per person is estimated at $24.32, compared with an average of $24.20 in November 
1955. Total assistance expenditures are estimated at $635 million or about 
$14.4 million more than in 1955. The Federal share, estimated at $362 million 
is about $6.8 million more than in 1955. 

Aid to the blind.—Based on current program trends, the average number of 
recipients in 1956 is estimated at 105,300, or 2.7 percent more than in 1955. 
The average monthly payment is estimated at $58.08, compared with an average 
of $57.82 in November 1955. Total assistance payments are estimated at $73 
million, about $3.7 million more than in 1955. The Federal share of assistance 
payments, estimated at $36 million, is about $1.8 million more than the amount 
actually expended in the fiscal year 1955. 

Aid to the permanently and totally disabled.—Based on curent program trends, 
the average number of recipients is estimated at 248,500, or 10.1 percent more 
than in the preceding fiscal year. The average monthly payment for 1956 is 
estimated at $55.91, compared with an average of $55.59 in November 195). 
Total assistance payments are estimated at $167 million, or about $19.9 million 
more than in 1955. The Federal share of assistance payments, estimated at 
$84 million, is $10.3 million more than in 1955. 

State and local administration—The amount estimated for State and local 
administration represents a projection of actual expenditures reported by the 
States for the last quarter of the fiscal year 1955. The estimate of Federal 
funds for all programs combined for 1956 exceeds by $3.8 million, or 4.2 percent, 
the amount spent for the entire fiscal year 1955. 
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q,nue 1—Public assistance: Estimated expenditures of States for assistance pay- 
ments and administration, and the Federal share thereof, for fiscal years 1955 and 


105° 





a = oe | Change in 1956 are 
Fiseal year 1955 Fiscal year 1956 | Change => — d 


Federal | ; | Federal | nice | Federal 
Total share 7 share ! Total | share 


Total amount for assistance and administration 


a $2, 609, 489, 215)$1, 439, 180, 380 $2, 690, 300, 000 'g1, 473, 500, 000 +-$80, 810, 785 |+-$34, 319, 620 


1, 626, 287, 156 933, 593, 869 i 723, 000, 000 946, 400, 000 +38, 712, 844) +12, 806, 131 
683, 932, 404 386, 591, 522 702, 700, 000 395, 300,000 +-18, 767, 596; -+-8, 708, 478 
74, 937, 571 36, 756, 315 78, 700, 000 38, 600,000 +3, 762,429) +1, 843, 685 
164, 332, 084 82, 238, 674 185, 900, 000 93, 200, 000) +-21, 567, 916; 4-10, 961, 326 


Amount for assistance 


| | | 
$2, 426, 702, 593 '$1, 348, 956, 633 $2, 499, 100, 000) $1, 379, 500, 000 +$72, 397, 407)|+-$30, 543, 367 


1, 589, 801, 630 885, 891, 939 1, 624, 100, 000 897, 500,000) + 34, 298, 370! +-11, 608, 061 
620, 554, 703 355, 161, 766) 635, 000, 000 362, 000, 000, +14, 445, 297; +6, 838, 234 
69, 252, 883 34, 182, 975 73, 000, 000; 36,000,000, +3, 747,117; +1,817,025 
147, 093, 377) 73, 719, 953! 167, 000, 000 84, 000, 000) +19, 906, 623) +-10, 280, 047 

| | 


Amount for administration 


lotal aol $182, 786, 622| $90, 223,747) $191, 200, 000 $94, 000, 000 +88, 413, 378) +$3, 776, 253 


96, 485, 526 47, 701, 930| 98, 900, 000 48, 900, 000) +2, 414, 47 4 +1, 198, 070 
63, 377, 701 31, 429, 756) 67, 700, 000 33, 300,000! +4, 322,299) +1,870, 244 
5, 684, 688 2. 573, 340 5, 700, 000 2, 600, 000 +15, 312 +26, 4 
17, 238, saa! 8, 518, 721 18, 900, 000) 9, 200, 000; -+-1, 661, 293) +681, 279 


The Federal share includes: $1,400 million from the regular appropriation; $57 million from the supple- 
ental request; and $16,500,000 from collections and adjustments estimated to be received by the States 
ing the vear. 


TaBLE 2.—Old-age assistance: Estimates of total expenditures of the States for 
assistance payments and administration, and the Federal share thereof, for fiscal 
years 1955 and 1956 





Increase (+) or 
Fiscal year 1955 | Fiscal year 1956| decrease (—) 
actual estimate | 1956 compared 
with 1955 


Purpose 





int for assistance 1nd administration: | 
Total Te _..----------| $1, 686, 287, 156 | $1, 723, 000, 000 +-$36, 712, 844 
Federal share ----- - : 933, 593, 869 $946, 400,000 | +-$12, 806, 131 
{mount for assistance payments: 
Total | $1, 589, 801, 630 | $1, 624, 100, 000 +-$34, 298, 370 
Federal share: | | 
Amount J ; 385, 891, 939 | $897, 500, 000 | os 608, 061 
Percent deadun 55.7 | TS he dtiewnss 
int for administration: | | | 
Total ea 3 $96, 485, 526 $98, 900, 000 | +$2, 414, 474 
Federal share. - Be A ieee $47, 701, 930 $48, 900, 000 | +$1, 198, 070 
Average monthly number of rec ipie nts 2, 562, 322 2, 545, 000 | —17, 322 
Average monthly payments... J J $51. 70 | $53. 18 +$1. 48 


An 
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TABLE 3.—Aid to dependent children: Estimates of total erpenditures of the Stat 
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€8 for 


assistance and administration, and the Federal share thereof, for fiscal years 195; 


and 1956 


















Purpose 


Amount for assistance and administration: 
Mics odin nciig bei ieaane sdeawes ccebamaaemine 
I 
Amount for assistance payments: 
Rh 52.2 biel e keecebacgaak ds aces timatbebwased 
Federal share: 
Amount 
a denice eam a 
Amount for administration: 
RR ide ted ok adn kL nbe eas niabenbanbeabenaul 
I a cenit 
Average monthly number of recipients: 
a ee 
oe cis eiaihons 
BR ition csiccinsnntinnnin ce beaeambadatbiecashaacidpideiednibiade 
Average monthly payments: 
Per family 
Per person 





actual 


$683, 932, 404 


$386, 591, 522 | 

$620, 554, 703 | 

$355, 161, 766 | 
57.2 


$63, 377, 701 
$31, 429, 756 


605, 675 
1, 643, 966 


2,179, 579 | 


$85. 38 
$23. 72 









| Fiscal year 1955 | Fiscal year 1956 


estimate 


$702, 700, 000 
$395, 300, 000 


Increase (+)"pp 
decrease (— 
1956 compared 


with 1955 


| +$18, 767, 59 


$635, 000, 000 | 


$362, 000, 000 
57.0 


$67, 700, 000 
$33, 300, 000 


599, 000 
1, 646, 000 
2, 175, 000 


$87. 78 





$24. 32 | 


TABLE 4,— Aid to the blind; Estimates of total expenditures of the States for assistance 
payments and administration, and the Federal share thereof, for fiscal years 1953 





and 1956 


Purpose 





| 
| 
Amount for assistance and administration: | 
ih ih i coats hie bine tai Inlet os 
Federal share ---- Se 
Amount for assistance payments: 
| EE rey aC eres oe ae ee ee 
Federal share: 
Amount._. 
Percent. 
Amount for administration: 
TO wens x 
Federal share - ‘a Seagate eles 
Average monthly number of recipients ---- --- 
Average monthly payments 


actual 


estimate 


Increase (+ ir 


| Fiscal year 1955 | Fiscal year 1956| decrease (- 


| 1956 compared 
with 1655 








$74, 937, 571 | 


$36, 756, 315 
$69, 252, 883 


$34, 182, 975 
49. 4 


$5, 684, 688 
2, 573, 340 


102, 543 | 


$56. 28 


$38, 600, 000 


$73, 000, 000 


$36, 000, 000 
49.3 


| | 
| $5, 700, 000 | 


$2, 600, 000 
105, 335 


} 
$78, 700, 000 | 


4$3, 782. 429 
+$1, 843, 685 
+$3, 747, 117 


+$1, 817 


(Ue 


+$15, 312 


+$%, 64 


$58. 08 | 


TABLE 5.—Aid to the permanently and totally disabled: Estimates of total expendi- 
tures of the States for assistance payments and administration, and the Federal 
share thereof, for fiscal years 1955 and 1956 


Purpose 


Amount for assistance and administration: 
Total 


Amount for assistance payments: 
Re pal i it a ce ite 
Federal share: 


Average monthly number of recipients___._...........-- 
Average monthly payments. --...........-...---------- 





Fiscal year 1955 Fiscal year 1956 | 


actual 


$164, 332, 084 
$82, 238, 674 
$147, 093, 377 
$73, 719, 953 
50.1 

$17, 238, 707 
$8, 518, 721 


225, 614 
$54. 33 


| 


estimate 


$93, 200, 000 
$167, 000, 000 


50.3 


$18, 900, 000 
$9, 200, 000 
248, 500 
$55. 91 





| $185, 900, 000 | 


$84, 000, 000 | 


| Increase (+ 

decrease (- 

| 1956 compared 

with 195 

+$21, 567, 9 

+$10, 961, 32 
7 


+$19, 906, 623 


+-$1, 661, 293 
-+-$681, 279 
+22, 886 
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MeMORANDUM OF APPEAL FROM House ACTION By DrRECTOR, BUREAU OF PUBLIC 
ASSISTANCE ON GRANTS TO STATES FOR PUBLIC ASSISTANCE, BUREAU OF PUBLIC 
ASSISTANCE 


(4) Under titles I, IV, X, and XIV of the Social Security Act, the Federal Govern- 
se (~) ment makes grants to the States for assistance and administration of four 
+ a programs of public assistance: old-age assistance, aid to dependent children, aid 
= to the blind, and aid to the permanently and totally disabled. Under the grant 
procedures set forth in the act, grants are determined quarterly in advance on 
the basis of estimates of expenditures for the ensuing quarter submitted by the 
States and adjusted to give effect to over or underpayments of grants for prior 
quarters. The amount of Federal funds required is determined by the amounts 
spent by the States in support of these programs. Once a State has reported 
the total amount expended, the Federal share is computed in accordance with 
the formulas in the act. Any balance remaining in the appropriation after these 
commitments have been met reverts to the United States Treasury. 

For the fiscal year 1956, the Congress approved an appropriation of $1.4 billion 
for grants to States for public assistance. The need for a supplemental arises 
pecause the average monthly payments per recipient under all programs are 
higher than those on which the appropriation was based, and the number of 
recipients of aid to dependent children is larger than originally estimated. 

When the House hearings occurred on February 13, grants to States for the 
period July through March totaled about $1,090,500,000. At that time we esti- 
mated that grants for the fourth quarter—along with estimated State supple- 
mental grants—would require $366,500,000. Thus, the total annual requirements 
for 1956 would have been $1,457 million, which would have required a supple- 
mental appropriation of $57 million. 

We have now received fourth quarter grant estimates from all the States 
except four. On the basis of this current information, fourth quarter grants will 
approximate $359,500,000. This amount together with the $1,090,500,000 granted 
for the first three quarters of the year results in total requirements of $1,450 
nillion. Thus, the Bureau is requesting a supplemental appropriation of $50 
nillion which is $3 million more than the $47 million approved by the House. 

Attached to this statement is a summary table on the status of funds for 
public assistance grants as of March 16, 1956. 


Regular appropriation for 1956______--~- eae ee ee en $1, 400, 000, 000 
Less payments to States for 1st 3 quarters________-__-~- Me EER 1, 090, 511, 404 


Balance available for making grant payments for the 
4th quarter , 309, 488, 596 
Estimated requirements for the 4th quarter: 
Requirements for those States that have sub- 
mitted estimates (all except 4) $350, 105, 000 
Estimated for the 4 States (Connecticut, 
Virginia, Vermont, Virgin Islands) that 
have not submitted estimates___.______~- 7, 895, 000 
Estimated supplementals for some of the 
States that may have underestimated 
eS EP ea eee 11, 488, 596 359, 488, 596 


Estimated supplemental s 50, 000, 000 
‘2 States (Alabama and Illinois) have indicated that they may require a supplemental 


for the 4th quarter. For the 4th quarter of fiscal year 1955, supplemental grants were 
made to States for $1,733,865. 


FOURTH QUARTER GRANTS 


Mr. Ronry. When we held our House hearings on February 13, 
we estimated, on the basis of having to estimate the fourth quarter 
grants to the States, that we would need a supplemental of $57 million. 

Since then, we received the fourth quarter estimates from the States 
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and, on the basis of this, we estimate that we need a supplemental of 
$50 million. which is $3 ‘million more than the $47 million appropri- 
ated by the House. 

Attached to our statement is a summary table showing the status 
of funds as of March 16. 

Senator Hutu. These sums are to meet the obligations as provided 
in the law to make these payments to the States for the old-age ang 
other public assistance benefits; is that right? 

Mr. Roney. Yes. 

Senator Hitt. Was your budget cut in the present fiscal year? 

Mr. Kelly, the Congr ess did not provide the full budget amount’ 

Mr. Ketty. Yes; the amount requested was appropriated, but jt 
was found to be an underestimate. 

Senator Hutt. This increase is asked for due to the fact that you 
have more applications or more beneficiaries than you could foresee 
at the time you made your budget, which was about a year and a half 
ago? 

Mr. Ketty. We actually underestimated what the average payments 
would be. 

Mr. Roney. Along with the increase in aid to dependent children, 
which was larger than we estimated, the average payments in all 
programs were increasing. 

Senator Hiir. Do you “have any figures as to how many more old- 
age people and how many children you will take care of or will have 
an Biinetion to take care of ? 

It is largely an increase in the amount of money, is it not? 

Mr. Roney. That is correct. 

Senator Hm. This increase in the amount of funds, is that due in 
large measure to the State action where they have increased their 
funds, and therefore you have to supply more funds? 

Mr. Roney. Yes, 

Senator Hitz. I understand you follow the States? 

Mr. Roney. Yes; the Federal share is based on State reports. 

Senator Hitz, So now you have obligations to provide the funds 
and you could not foresee when this budget was made out ? 


AVERAGE PAYMENTS 


Mr. Truetson. Yes; and in reference to the average payments, Mr. 
Chairman, for example, as of December 1955, the average payment 
per recipient for old-age assistance was $53.93, as compared with 
$51.90 in December 1954. 

Mr. Kerry. No further comment, Mr. Chairman. The estimates 
were carefully screened. 

Senator Hitt. It seems to give the full story here. 

Thank you, gentlemen. 

Mr. Ronry. Thank you, Mr. Chairman. 

Senator Hiv. Do you have any questions, Senator Hayden? 

Chairman Haypen. No questions. 
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[ncrEAsED Pay Costs, DeraRTMENT oF Heatra, Epucation, AND 
WELFARE 


Senator Hm. Mr. Kelly, we have here your Pay Act supplemental 
which we will insert in the record. 
(The information referred to follows :) 


STATEMENT BY JAMES F.. KeELLy, DEPARTMENT BUDGET OFFICER 


There is pending before the committee a request for funds to cover the Civilian 
Pay Act cost of 1956. The request amounts to appropriation requirements of 
$4,944,700, authority to use the old-age and survivors insurance trust fund in the 
amount of $5,303,500, and request for authority to make transfers between 
appropriations of $380,000. 

An analysis of the increased cost for personnel legislation including Civilian 
Pay Act cost and increased travel cost is reflected in the following table: 


Summary analysis of increased cost not budgeted in 1956 and supplemental 
appropriation requested (exclusive of Military Pay Act cost) 

Estimated Pay Act cost $12, 401, 047 

Increased travel costs, including military dislocation 741, 942 


Total increased costs 13, 142, 989 


Less : 
Amount absorbed within available funds $1, 879, 642 
Paid from other accounts (collections) 635, 147 
Proposed transfer from other accounts__________~- 380, 000 
——————__ 2, 894, 789 


Net supplemental requested 10, 248, 200 


In addition there are military pay costs affecting the Public Health Service 
amounting to $1,332,169. On March 21, 1956, there was transmitted to the 
Senate supplemental requirements for these pay costs of $330,000 which has 
not been considered by the House. Thus, in addition to the $1,879,642 being 
absorbed as reflected in the above table, there is an additional absorption of 
$1,002,169 for a total absorption of $2,881,811 out of total increased costs of 
$14,475,158, or an absorption of 19.9 percent. 

In developing the budget request for supplemental pay funds for each appro- 
priation, the requirements were carefully screened. Every effort has been 
made to absorb the increased costs where this can be done without impairment 
of the program operations. The amounts included, therefore, constitute what 
we believe to be the reasonable minimum requirements consistent with the pro- 
gram objectives for which the annual appropriations were made available. 

There is attached a table reflecting for each appropriation the method of 
calculation, the amount of the pay cost for 1956, the amount which will be 
paid from funds received from other accounts, the amount to be absorbed, and 
the supplemental estimate requested of the Congress. 
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Summary analysis of inereased cost not budgeted in 1956 and supplementy) 
appropriation requested (includes Military Pay Act cost) 


istimated Pay Act cost, including military (Public Law 20) $13, 783, 21 
Increased travel costs, including military dislocation 741, 449 
Total increased costs 1. 
Less: 

Estimated absorption within available funds____~_- $2, 881, 811 

To be paid from other accounts (collections) 635, 147 

Proposed transfer from other accounts 380, 000 


3, 896, 958 


10, 578, 200 
330, 000 


10, 248, 209 


NATIONAL LABOR RELATIONS BOARD 


STATEMENTS OF BOYD LEEDOM, CHAIRMAN; THEOPHIL ¢, 
KAMMHOLZ, GENERAL COUNSEL; ARTHUR H. LANG, DIRECTOR, 
DIVISION OF ADMINISTRATION; AND CLARENCE S. WRIGHT, 
BUDGET OFFICER, NATIONAL LABOR RELATIONS BOARD 


SUPPLEMENTAL ESTIMATE 
“NATIONAL LABOR RELATIONS BOARD 


“For an additional amount for ‘Salaries and expenses,’ $951,500.” 

The number of cases filed with the National Labor Relations Board has been 
increasing greatly since the 1956 budget was before the Congress for action. As 
a result the agency has been falling behind in its work. Of this proposed sup 
plemental appropriation $425,000 is needed to permit cases to be processed without 
the undue delays which adversely affect labor relations. The estimate also in- 


cludes $526,500 to cover the cost of the pay increases granted by the act of June 
28, 1955 (Public Law 94). 


SALARIES AND ExPpENSES, NATIONAL LABor RELATIONS Boarp Fiscat Yar 1956 


Program and financing 





Presently Revised 


; . difference 
available estimate Differ 


PROGRAM BY ACTIVITIES 
. Field investigation $5, 035, 600 | 5307, 00) 
ere Sa 740, 000 4,700 

3. Board adjudication | 1, 161, 000 43, 10) 
. Securing of compliance with Board orders | 2, 014, 900 | 


Total obligations 


FINANCING 
DUNO a ain cnna ne quake milan odbedsouseseneneceaned 8, 000, 000 | .-..-------.--- 
Proposed supplemental due to pay inereases-_-.-..-.....-.----- 526, 526, 500 
Proposed supplemental appropriation 425, 000 
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Obligations by objects 


i 
‘ ‘foati | Presently Revised ; 
bject classification Presently vis e 
Object classificati available | estimate | Difference 


tal number of permanent positions Seid 1,178 1, 280 | 102 
pgl-time equivalent of all other positions_- : 1 | 1 | os 
average number of all employees. - _-- dts Siadicma whee wna 1,101 | 1, 164 | 63 
Number of employees at end of year-_.----.-_- ; 945 | 1, 250 


, Personal services: 
Permanent positions--___- on oe pe $7, 308,720 | $7, 607, $299, 000 
Positions other than permanent-_- 7 Kaas 3, 370 3, ee 
Regular pay above 52-week base-_- ae 28, 610 | 28, 

Payments above basic rates ; | 36, 500 | 39, 3, 000 


Total personal services estan aan 7, 377, 200 | 7, 679, 


7, 302, 000 


9 Travel..---- is ae dais che $397, 750 | $451, 

3 Transportation of things a ‘ re 17, 750 

4 Communication serv ices | 230, 250 | 

« Rents and utility services 30, 900 | 

% Printing and reproduction | 93, 500 | 96, 3, 075 

- Other contractual services . ime 169, 400 | 194, 9! 25, 550 
Services performed by other agencies___--- 90, 500 94, 4, 000 

§ Supplies and materials .- 83, 850 89, { 5, 675 

4 Equipment . = 27, 900 | 46, 

; Refunds, awards and indemnities 2 : | ; 


$53, 450 
18, 1, 000 
239, 900 | 9, 650 
31, 200 | 300 


5 Taxes and assessments. 7, 500 | 9, 


Total obligations. _- : ; 8, 526, 500 | 8, 961, 
| ' 


Average salary and average grade 


- = Estimate 
‘ . 9 € ) ao ’ 
Actual, 1954 | Actual, 195: 1956 


erage salaries and grades: 
General schedule grades: 


Average salary.............-.---. cack ga ie $5, 810 | $5, 964 | 
Average grade cdi “ a ee GS-8.6 | GS-8.7 


SALARIES AND EXPENSES 


Senator Hiii. Judge, as chairman of the Board, do you desire to 
iddress yourself to this item for an additional amount for salaries 
and expenses of $800,000 ? 

Mr. Lerepom. Yes. 


Senator Hitt. The House allowed $800,000 and the estimate was 
301,500. 


The justification will be inserted in the record at this point. 
(The justification referred to follows :) 


NATIONAL LABOR RELATIONS BOARD, 
Washington, D. C., March 19, 1956. 
Hon. CARL HAYDEN, 
Chairman, Senate Committee on Appropriations, 
United. States Senate, Washington, D. C. 


My Dear SENATOR HAYDEN: The National Labor Relations Board requests that 
the Senate Committee on Appropriations restore the full amount of the Presi- 
dent’s supplemental request for this agency for fiscal year 1956 in the pending 
supplemental appropriation bill. 

The President’s request totaled $951,500, composed of $526,500 to cover the 
cost of recent Pay Act increases and $425,000 for work problems. The House 
\ppropriations Committee on March 15, 1956, in its report on the second 
supplemental appropriation bill, 1956, recommended $800,000, a reduction of 
$151,500 in the President’s request. 
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As stated in the House report, the recommended $800,000 “will provide jy. 
$526,500 estimated to be necessary to cover the cost of pay increases granted 
under Public Law 94, 84th Congress, and will provide for a continuation of the 
present staff for the rest of the year.” The net effect of the House Appropria. 
tions Committee recommendation is to prevent a sudden drastic worsening of th, 
case-handling capacity of the National Labor Relations Board; this would have 
resulted since a personnel reduction in force would have been required, On 
the other hand, the recommendation before the House does nothing to improve 
the current situation in which the agency finds its present staff, and thus its 
case-handling capacity, seriously below the level at which cases are being filed 
by the public. 

As has been stated many times before, the National Labor Relations Board 
has no control over the number of cases that unions, employers, or individuals 
decide to file with the agency under provisions of the Labor-Management Rela. 
tions Act of 1947, as amended. A year and a half ago when agency estimates 
were being submitted to the Bureau of the Budget, intake (cases filed by the 
public) had been declining for several years. On the basis of this experienc 
the agency, and subsequently the President’s request, recommended a reduced 
budget for fiscal year 1956. 

Approximately 1 year ago, at about the time the agency was appearing before 
the House and Senate Appropriations Committees, the volume of cases being 
filed had suddenly begun to rise. However, there was no persuading reagoy 
know at that time for this sudden rise, nor was there any certainty (as a matter 
of fact, there was some doubt) that this rise would continue. Therefore, the 
National Labor Relations Board was unwilling to cry “wolf.” Consequeutiy, 
the agency, with appropriations which had been reduced from $9,125,000 fo) 
1954 to $8,400,000 for 1955 and to a President’s request of $8,150,000 for 1954 
received a congressional appropriation of only $8 million for 1956. 

Subsequently, the rise in case intake noted early in calendar year 1955 con 
tinued and proved to be the true direction of case intake for the agency. The 
following table, which translates the case intake data into the simpler terms of 
monthly average intake, is presented to demonstrate the agency's problem: 


Analysis of actual and estimated monthly average intake 





: a 


Monthly average intake 
Ree ae 

| Unfair labor | Representa- 
|practice cases} tion cases 


ee 
Union shop 
deauthoriza- 
tion cases 


| 
| | 
Fiscal year 1954 experience -.......-....-.----- 497 673 
Fiscal year 1955 experience: 
Ist half___ il chile iat lan adeccln aot rast 539 | 525 } 
2d half. __ Si tn aaa oral Salsa boca 489 670 | 
Fiscal year 1956 estimated: 
President’s original request ($8,150,000) 477 


592 
Present revised (current) estimate _.____-- 496 


As a result of this unexpected increase in case intake for which appropriations 
heretofore had not been requested or granted, the pending caseload of the agency 
is expected to increase by approximately 2,300 cases, or the equivalent of 2 
months’ intake, during fiscal year 1956 if supplemental relief is not granted. 
Under the plan in the President’s work supplemental request, the agency would 
be able to process approximately 1,500 additional cases, leaving 750, or approxi 
mately two-thirds of a month’s intake, backlog into the pending caseload during 
the current fiscal year even with the full $951,500 supplemental request. 

Under the recommendation of the House Appropriations Committee, the agency 
would be able to process less than half of the total backlogging intake this fiscal 
year. The effect of this recommendation would be to increase the President's 
proposed additional backlog of 750 cases by approximately another 600 cases, 
making a total of more than 1 month’s intake that will be added to the agencys 
pending workload during the fiscal year. ; 

While such statistics indicate the seriousness of the situation, the more im 
portant and more readily recognized factor of increasing delay in handling pet- 
tions and charges filed by the public is an inevitable result of the present pre 
dicament. The average time an unfair labor practice case is pending from filing 
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py the parties until issuance of complaint, dismissal, withdrawal, or settlement 
py regional Office personnel, has risen 60 percent (from 54 to 86 days) during 
the past 20 months. Under the $800,000 recommended by the House Appropria- 
tions Committee, however, this increasing delay in handling cases would con- 
tinue to worsen. As cases wait around longer to be processed, the issues become 
more difficult to resolve, a lesser number of cases is disposed of informally, 
and a larger than normal proportion of formal action is required. This type of 
situation is more costly to the parties, the Government, and the economy. 

The work supplemental segment of this request is a part of a total work plan 
for 2 years including the fiscal 1957 request. Therefore, in order to show your 
eommittee the total plan, there is attached a copy of the agency’s letter to 
senator Hill, chairman of the Labor-Health, Education, and Welfare Subcom- 
mittee. 

In view of the major work considerations concerning the National Labor 
Relations Board, the members of the Board and the General Counsel respect- 
fully request that the Senate Appropriations Committee make every possible 
effort to secure the full amount of the President’s 1956 supplemental request 
for this agency. 

Very truly yours, 
Boyp LEEDom, Chairman. 


NARRATIVE JUSTIFICATION OF Estimares For Fiscan Year 1956 
SuppLEMENTAL REQUEST AND FOR FiscaL YEAR 1957 Requesr 


SALARIES AND EXPENSES, NATIONAL LABOR RELATIONS BOARD 


I. INTRODUCTION 


\, COMPARISON OF 1957 APPROPRIATION REQUEST WITH 1955 AND 1956 APPROPRIATIONS 
AND 1956 ESTIMATED SUPPLEMENTAL REQUESTS 


The original appropriation for fiscal year 1955 was $8,400,000. Pursuant to 
pay-increase legislation effective the latter part of that year an additional $72,- 
\19 was appropriated. Therefore, total appropriation for fiscal year 1955 was 
$8,472,819. 

Present appropriation for fiscal year 1956 is $8 million. A supplemental of 
$526,500, resulting from the above-mentioned pay-increase legislation, and a work 
program supplemental of $425,000 are estimated to be required in addition to 
the present appropriation. Total estimated appropriation requirements, at 
present, for fiscal year 1956 are $8,951,500. 

The fiscal year 1957 appropriation request is for $10,215,000. 


B. ANTICIPATED WORK PROGRAM FOR FISCAL YEARS 1956 AND 1957 


1. Present labor developments related to NLRB workload 


(a) Long range—During the last year much union effort has been devoted to 
planning and organizing the merged American Federation of Labor-Congress of 
Industrial Organizations. 

At this time last year it was thought that with respect to the NLRB’s caseload 
one result of this effort would be to reduce the number of representation election 
petitions involving competition between these two formerly independent 
organizations. 

However, during the last year it has become apparent that the few hundred 
cases involved in this situation are but a minor part of the total change that will 
occur in the work being brought to the National Labor Relations Board under 
provisions of the Labor Management Relations Act of 1947. Actually, the total 
combined strength of the newly merged organizations is being mustered for 
a major organizing drive at the national level especially in previously unorganized 
areas of labor. As recently announced by the newly appointed AFL-—CIO’s direc- 
tor of organization, an organizing blueprint spanning the Nation is being com- 
pleted and translation into practical terms expected in the near future. Behind 
this movement there is already a pledged multi-million-dollar fund which is 
expected to be increased rapidly as more of the merged effort is brought behind 
these drive plans. 

In addition, there are strong drives in progress on the part of certain individ- 
ial unions to accelerate their organizing efforts. In some instances this has 
been brought about by the anticipated need for greater strength while settling 
With its counterpart in the merged group to arrange merger at the lower levels. 
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The industrial areas expected at this time to be brought within the concen- 
trated organizing drives include the chemical (including oil and atomic ene 
textile, wood and paper, shoe, and transportation-related industries ang the 
retail and wholesale trades. Also likely to be included are the clerical workers 
in industry where the crafts have previously been organized. 

It is now generally recognized that one of the primary effects of this merger 
movement will be a large-scale nationwide organizing effort. This union effort 
in turn, will be translated into large increases in the volume of all types of Cases 
brought by industry and by individuals as well as by unions to the Nationg| 
Labor Relations Board. 

Generally no funds have been included in the President’s supplemental estj- 
mates for 1956 or in the 1957 request for this item since the exact timing anq 
even the approximate volume would be almost impossible to estimate very accu- 
rately at this time. When the effect of these planned drives begin to materially 
affect the volume of cases filed with the NLRB, whether in the next 3 months or 
the next year, further appropriation assistance will probably have to be sought 
from the Congress in the form of additional supplemental requests. 

(b) Short range.—The President’s estimates in the supplemental request for 
1956 and in the 1957 request contemplate the situation described above, but 
basically provide only for reducing the volume of pending caseload as of June 30, 
1956, so as to be in a reasonably current work-processing position when the effect 
of the union organizing drives are felt on this agency’s case intake. 

When the NLRB appeared before this committee last year its estimates indi- 
cated a belief that cases filed with the agency would continue on a downward 
trend. Concurrent with its appearance the situation in the labor field changed. 
The effect of the then first efforts of merger, the no-raiding agreement, was being 
felt on agency intake although it wasn’t recognized as anything other than 
peculiar monthly fluctuations until late in fiscal year 1955. The effect of the 
no-raiding agreement was that less time was spent in the areas where another 
union had been established as collective bargaining agent, reducing somewhat 
the number of multiple-union petitions filed with the agency for representation 
cases. However, as unions spent less time raiding each other, they used the 
time thus saved to concentrate on organizing new areas, and filed large numbers 
of this type of representation case with the NLRB, creating far greater increases 
in this area than the small decreases in the multiple-union petitions. 

Contributing also to this case intake situation were a few unions which began 
some individual organizing drives early in anticipation of the need for added 
strength at future prospective merger table conferences. 

The effect of this general situation can best be described by a brief review of 
the ensuing problems confronting the regional office operations of the agency. 


rgy), 


Analysis of regional office operations’ case processing capacity compared with case 
intake 


Representation cases Complaint cases 


| Potential) Increase | Potential Increase 

Period | Repre- output (+) or Com- | output | (+) o 

| sentation! based on | decrease | plaint | based on |decrease 

case funds | (—) in ease | funds | (—) in 

intake appro- | pending | intake | appro- j|pending 
priated load | priated load 


| | 


} | i 
Fiscal year 1955 ; 7, 165 7, 193 | —28| 6,171) 5,970) +201 
Fiscal year 1956 (estimated) 8, 100 6, 525 +1,575 | 5,950 5,240 | +71 
Fiscal years 1955 and 1956 caseload | 15,265} 13,718 | +1,547 | 12,121 11, 210 +911 
Effect of 1956 work supplemental as of June 30, | | 
1956 » fe | +1,075 —1,075 |_- : +460 — 460) 
Fiscal year 1957 8, 100 | 8, 450 | —350 | 5,950 | 6,500 | —550 
Fiscal years 1955, 1956 (including supple- | | | | | ; 
mental request), and 1957 combined___...__.| 23, 365 23, 243 | +122 | 18,071 18, 170 | —99 


As can be seen from the foregoing table of regional office operations, the Presi- 
dent’s supplemental request for 1956 and the 1957 request basically provide for 
the National Labor Relations Board to bring its pending caseload back down to 
the level experienced during fiscal years 1953 and 1954 by the end of fiscal year 
1957. This, the agency believes, is the minimum situation that should be con- 
sidered in view of the probable drastic rise in caseload (not presently being 
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ystimated for) that will result from the previously described union organizing 
jrives. Of course, it should be clear that, even with the request for supplemental 
a] propriations for fiscal year 1956 and the regular request for 1957, if the union 
vganizing drives should get under way much before June 30, 1957, the agency 
will not be in too good a workload situation to meet the large increased case 
intake presently indicated. 

ic) Present situation.—The preparations and planning of union personnel for 
the merger convention and the subsequent development of a merger structure 
and merger discussions at the State and individual international union levels has 
nad another effect on the amount of cases filed with the agency. For several 
youths (November, December, and early January) the number of cases filed with 
the NLRB had dropped, as was expected, since a great amount of union effort had 
10 be devoted to the merger considerations. This was allowed for in the agency’s 
estimates. However, it was further estimated that sometime during the third 
quarter (January—March) of fiscal year 1956 many union personnel who had been 
jevoting all their time to merger efforts would return to the normal organizing 
efforts and that case intake for the NLRB would pick up where it left off earlier 
» this fiscal year. Agency experience during the latter part of January and the 
nonth of February, and to date in March, substantiates this estimate. 


9 General plan 

The estimates for the 1956 supplemental request and for the 1957 request are a 
single work program. 

This program would permit the agency to do the additional amount of work 

yn case intake it was unable to do in fiscal year 1955 and, that it estimates it 
will be unable to do in fiscal year 1956 under the present appropriation. 

Production rate and employment 

The current agency estimates provide for employee rates of production im- 
proving over the experience in fiscal year 1955. 
Since most employment requirements in the NLRB are directly related to 
case performance and the rates of individual production of casework, the num- 
ber of employees required is based upon the amount of casework to be produced. 
j, Miscellaneous expenses 

The greater part of miscellaneous expenses incurred by the agency, like per- 
sonal services, is directly related to the volume of work processed at the four 
Smajor stages of case handling. The increased volume of work to be handled 
necessitates increases in these items to support the employees doing the casework. 


Il. ASSUMPTIONS UPON WuHuiIcH 1956 AND 1957 WorRKLOAD ESTIMATES ARE BASED 


\, COMPLIANCE OF LABOR ORGANIZATIONS WITH FILING OF NONCOMMUNIST AFFIDAVITS 
AND REGISTRATION REQUIREMENTS OF SECTION 8 (F) (G) AND (11) 


For several years all the large labor organizations, except the United Mine 
Workers and the International Typographical Union, have been in compliance 
with the filing and registration provisions of this section. The estimated work- 
oad assumes that these two labor organizations will not effect compliance, and 
therefore, will not file any cases with the agency. 


B. THE ESTIMATE OF JURISDICTIONAL DISPUTE FILINGS (CD CASES) 


The voluntary joint board, established by agreement between the Associated 
General Contractors and the building trades department of the A. F. of L. to 
resolve jurisdictional disputes in the building and construction industry, con- 
inues to function. The agency’s estimate of jurisdictional dispute cases for 
fiscal years 1956-57 assumes that the joint board will continue to operate as 
ithas in recent years. Should the joint board be dissolved for any reason, the 
mene of jurisdictional dispute cases filed with the agency would increase 
sharply. 


C. EXPLANATION OF FAILURE TO INCLUDE ESTIMATES FOR CONDUCT OF NATIONAL 
EMERGENCY ELECTIONS IN FISCAL YEARS 1956 AND 1957 
Under section 209 (b) of the Labor-Management Relations Act, the National 
Labor Relations Board is required to conduct elections in national-emergency 
situations. These elections are for the purpose of determining whether, before 
74919—56——-27 
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going on strike after an 80-day injunction, employees involved in the },),, 
dispute are willing to accept the last offer of the employers involved. 7 

The agency has been called upon to conduct only a few minor elections of this 
type in the past several years. While it is possible that the agency may he called 
upon to conduct elections of this type, no funds for this contingent item were 
included in the fiscal year 1956 estimates and none are included in the 195¢ Sup 
plemental request or in the 1957 request. There is always the possibility. 
ever, that the agency might suddenly have to incur very heavy obligations becanse 
of this provision of the law. In that event, the agency would have to submit 
deficiency appropriation request. 


how- 


D. CEDING OF JURISDICTION TO STATE BOARDS 


There is no reason to believe that in fiscal year 1956 or 1957 it will be }Ossibile 
for the agency to make any agreements with State labor boards whereby matter 
arising in some States could be ceded to a State body. The provisions of sect, 
10 (a) of the act will continue to bar such agreements, so long as the States gy 
not pass identical statutes. 


The National Labor Relations Board operates on a production-line basis, [hyp 
processing of complaint-type cases involves 4 major stages and all 4 major organi. 
zational units; the processing of representation-type and union-shop deauthoyi. 
zation cases, only 2 stages, and 2 of the 4 major organizational segments. 

The basic workload for each of the major organizational groups develops as 
follows: 


A. FOR THE REGIONAL OFFICES 


All cases filed with the agency are filed initially with the appropriate regio, 
and constitute a part of the regional office caseload. The workload data for this 
appears on the following page. 


Workload for regional offices 





Estimated Estimated cases to be processed 


| actus) | Sunualcase |—————————— 
Symbol ease intake Fiscal year 1956 
used to intake | 
—— Type of case ha Under | Under 
aan — Fiscal | Fiscal present! — 
1955 | Year | year | appro-| 9°S 
. 1956 1957 pria- supple- 
tion |" ment 


ee 


Com- 
| bined 
total 





Charges of employer unfair labor prac- 

| tices under sec. 8 (a) 4,190 | 
| Charges of union unfair labor practices 
under sec. 8 (b) (1) (2) (3) (5) (6) . 1, 150 | 
| Charges of union unfair labor practices 
under sec. 8 (b) (4) (A) (B) (C). 
These cases require the securing of 
mandatory injunctions under pro- 
| visions of sec. 10 (1)___-_- 372 

Charges of union unfair labor practices 

involving jurisdictional disputes | 


under sec. 8 (b) (4) (D) | 104} 100 | 100 


340 4, 040 


1, 050 


510 








Total, complaint-type cases il 5, 434 5, 950 f 5, 700 


\—_- —— | — —-— 


| “7” T 
| Employees or union petitions for cer- | | 
tification under sec. 9 (c) (1) (A) (i) 6,914 | 7,100 
Employers petitions for certification 
| under sec. 9 (c) (1) (3) 579 | 600 
| Petitions for decertification under sec. 
9 (ce) (1) (A) (ii) e ‘ 372 400 


6, 600 


100 | 60 











50 | 400 
.| ett ema 
Total, representation-type cases 7, 865 | 8,100 | 8, 100 6,525 | 1,075 | 7,600 


Subtotal, complaint- and repre- | 
sentation-type cases | 13, 299 (14,050 |14, 050 , 768 1, 535 | 13, 300 

Petitions for deauthorization of union 
shop under sec. 9 (e) (1) 42 | 50 | 50 | 50 














Grand total 13, 341 |14, 100 M4 100 | 
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B. FOR THE DIVISION OF TRIAL EXAMINERS 


Intake for the Division is based upon complaints issued by regional offices for 
those unfair-labor-practice cases which require hearings before trial examiners. 
More than half of these cases will require an intermediate report and subsequent 
referral to the Board members. The workload figures are as follows: 


(yse intake (complaints issued by regional offices) : 
Actual, fiscal year 1955 


present appropriation, fiscal year 1956 
Work supplemental, fiscal year 1956 


Total estimate, fiscal year 1956 
Estimate, fiscal year 1957 


Cases processed (intermediate reports issued by trial examiners) : 
Actual, fiscal year 1955 


Present appropriation, fiscal year 1956 
Work supplemental, fiscal year 1956 


Total estimate, fiscal year 1956 
Estimate, fiscal year 1957 


Cc. FOR THE OFFICES OF THE BOARD MEMBERS 


The basic workload for legal assistants in the offices of the Board members 
consists of: (1) Trial examiner intermediate reports in unfair labor practice 
cases to Which the parties have filed exceptions and which require a decision by 
the Board; and (2) contested representation-type cases which, therefore, are 
referred to the Board from regional offices for formal decision. The workload 
figures for this group are as follows: 


Unfair labor | Representa- 
practice tion-type 
cases 


Case intake 
Actual, fiscal year 1955. - 


Present appropriation, fiscal year 1956__...----- 
Work supplemental, fiscal year 1956. - - 


Total estimate, fiscal year 1956 
Estimate, fiscal year 1957... eiticthai nie nas 
Cases processed : 

Actual, fiscal year 1955 


Present appropriation, fiscal year 1956 _ --- 
Work supplemental, fiscal year 1956 


Total estimate, fiscal year 1956-.. 
Estimate, fiscal year 1957. - 





D. FOR THE DIVISION OF LAW 


The most time-consuming function of this division involves the seeking of 
enforcement of Board orders in the circuit courts of appeals and in the Supreme 
Court. This function is performed by the Enforcement Branch with assistance 
of the Managing Attorney’s Branch. Its basic workload consists of those Board 
decisions in unfair labor practice cases with which compliance cannot be secured 


Voluntarily, so that enforcement litigation is necessary. The workload figures 
are as follows: 
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Referrals requiring circuit court action: 
Actual, fiscal year 1955 


Present appropriation, fiscal year 1956 
Work supplemental, fiscal year 1956______ 


Total estimate, fiscal year 1956 
Estimate, fiscal year 1957......_______ ps 


Cases processed (briefs filed with the circuit courts of appeals) : 
Actual, fiscal year 1955 


Present appropriation, fiscal year 1956 
Work supplemental, fiscal year 1956 


Total estimate, fiscal year 1956- 
Estimate, fiscal year 1957 


GENERAL STATEMENT 


Mr. Leepom. That is correct. 

Senator Hiti. Will you address yourself to that ? 

Mr. Lrerpom. Yes, sir. 

This is the first work supplemental request that we have come in for 
since 1947. 

In 1947 it was necessary because of the change, a very big change 
in the law, the transfer over from the Wagner Act to Taft-Hartley, 

We think the reason that we have not been in oftener is because of 
the very great degree of accuracy with which we have been able to 
estimate our workload. It just happens that, when we were preparing 
for the 1956 budget—— 

Senator Hiti. You represent fiscal year? 

Mr. Leepom. Our present fiscal year, we had used the usual processes 
of estimating our workload and estimated a reduced workload. The 
trend seemed to be down in the number of cases brought to us and 
that is something over which we have no control. 


AFL-CIO MERGER 


We estimated that reduction largely because of the fact that two 
of the big federations, that is, the American Federation of Labor and 
the CIO had entered into a no-raiding pact and so we could see that 
a small group of our cases resulting from conflicts between the two 
were going to go out of the picture. 

Now, looking back at it, we can see that this released personnel 
from both unions to go into new areas to organize; apparently they 
can organize with greater efficiency in new ground than they can in 
ground where one is already set up. 

Then, immediately after we got through making our recomments- 
tions, the trend started up. 

Over the 6-year period, prior to 1956, we have been able to estimate 
‘ase intake within 2 percent of the factual situation as it developed. 
Because of this error with respect to our current budget, we need all 
the funds we asked for in 1956, including the amount cut off by the 
House committee, if we are going to stop a rather serious increase 1! 
the backlog. 
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UNFAIR LABOR PRACTICE CASES 


Since July 1, 1954, and up to July 1, 1955, the pending unfair labor 
pri actice Cases, ‘and they are the ones most difficult to handle—those 
‘led and being handled at the field level—have gone up 24 percent. 

Then from July 1, 1955, to March 1, 1956, that class of cases at that 
level had gone up another 10 percent so that not only are we falling 
jehind our normal performance, which always involves a rather sub- 
stantial backlog, but that backlog is becoming greater; and more im- 
portant, the amount of time involved i in handling each case in the field 
greatly extended. 

In 1954, it (the time required to process an unfair labor practice 
case) averaged 54 days. In 1955 it averaged 61 days. In the first 8 

months of 19: 56 it averaged 7 (1 days. 

The older a case gets, the harder it is to finally dispose of it. 

Senator Hin. W hen you say “handle a case,” you mean all the way 
from the investigator and examiner, not through the Board ? 

Mr. Leepom. That is r ight—not through the Board. 

Senator Hiix. It would take longer than that to go through the 
Joard ? 

Mr. Lerepom. Yes. 

FIELD ACTION 


[ want to make this clear, that I am referring now to the field 
action—that is, investigation, everything that le: ids up to formal ac- 
tion, the filing of the complaint or dismissal or settlement. These fig- 
wes I have given relate to field action, and that is where our diffi- 
culty is. 

Senator Hint. Up to the time you really get in court, so to speak? 

Mr. Lerpom. Up to the time we get in court or get the case settled. 

Senator Hii. Yes. 

Mr. Leepom. That is where our problem is, and I think the House 
committee report shows on its face that all they have done is to permit 
us to keep our present 


HOUSE COMMENT 


Senator Hiti. They state as follows: 

The amount approved will provide $526,500 estimated to be necessary to cover 
the cost of pay increases granted under Public Law 94, 84th Congress, and will 
provide for a continuation of the present staff for the rest of the year. 

Mr. Lerpom. That leaves us in this situation : 

Our present staff is down from 1,150 at the beginning of the cur- 
rent fiscal year to 1,111. So we are operating now with fewer people 
to process this increase, this substantial increase, in intake that is up 
something like 10 percent over the original estimate. 

Senator Hin. Did you have to lose these people to meet the salary 
requirements ? 

In other words, did you have to reduce your force to keep the others 
asa result of the increase in pay ? 


REPLACEMENT POLICY 


Mr. Lerpom. It came about as a result of a policy we adopted of 
hot replacing separations. We did not deliberately dismiss people to 
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come within our budget, but, to live within our budget, we felt th. 
only safe course was not to make replacements. 

We have a reduced personnel and an increasing workload and qy 
increasing backlog. We think there is the prospect of ultimately jp. 
ing hit with what seems to be a large influx of cases. Ultimately, 
I believe we will have a large inflow of cases by reason of the merger 
of the AFL-CIO. We think it is bad policy to let a normal backlog 
grow tremendously. We would like to clear the decks for the big 
increase. 

We should have this amount that we have been denied by the Hons. 
Our general counsel, Mr. Kammholz. would like to make some coy. 
ments. 


TOTAL PERSONNEL 


Mr. Kamouotz. I would like to touch briefly on other facets of 
the problem, Senator. 

In 1953 the average personnel of the agency was about 1.300. As 
of March 1, 1956, we were down to 1,111. 

Actually, the average level to which we should have reduced on 
the basis of the initial budget was a 1,076 figure; but we have done 
this: 

We have taken a half-way course, not laid off people but not r- 
placed those who went elsewhere. Despite this, as the Judge pointed 
out, the processing time has increased and the records now demon- 
strate that for the first 2 months of 1956, the case intake was about 
10 percent greater than for the corresponding period in 1955. 

We are distressed about our inability to process these cases as rapid- 
ly as they should be processed in the interest of efficient operation of 
the agency. 

We are further deeply distressed by the prospect of an even greater 
workload which will put us in the situation of an increasing backlog, 
Consequently, we think in light of our past employment history, sub- 
stantially greater than now, the amount requested here for not only 
pay act supplemental but work supplemental should receive your care- 
ful consideration in order that we may do the job we are obligated to 
do in our operation of the agency. 

Senator Hitt. Senator Hayden? 

Chairman Haypen. No questions. 

Senator Hix. Thank you very much, gentlemen. 

Mr. Leepom. Thank you. 


FrepERAL MEDIATION AND CONCILIATION SERVICE 
INCREASED PAY COSTS 


Senator Hitt. We will put in the record at this point a letter to the 
chairman of the committee, Senator Hayden, from the Federal Media- 
tion and Conciliation Service, with regard to the item in the pending 
supplemental bill covering increased pay costs for the Service. While 
the House allowance was a reduction of $11,000 from the original sup- 
plemental estimate, the Service has stated that the sum allowed, $100- 
000, is sufficient. I don’t believe we will need a statement from an 
official of the Service, and I shall place Mr. Finnegan’s letter in the 
record. 

(The letter referred to follows :) 
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FEDERAL MEDIATION AND CONCILIATION SERVICE, 
Washington 25, D. C., March 22, 1956. 


wey 


Hon. CARL HAYDEN, 
Chairman, Committee on Appropriations, 
United States Senate, Washington, D. C. 


Deak SENATOR HaypbEN: This will provide information for the committee’s 
onsideration regarding the need for supplemental appropriation by the Federal 
yediation and Conciliation Service for fiscal year 1956. The amount requested 
represents the actual net increased cost incurred by virtue of improvements in 
rederal salaries as authorized by the Congress in Public Law 94. 

The revised estimate of supplemental requirements, approved by the House, 
is $160,000; the actual cost of salary increases amounts to $194,500. 

In submitting its estimate to the Bureau of the Budget, the Service agreed to 
absorb $23,500 because of savings realized by postponing the filling of authorized 
positions and by effecting additional savings in other areas. At the request of 
the House committee, the Service has again reviewed its financial situation 
and has agreed to absorb an additional $11,000. The additional savings is pos- 
sible due to further delaying appointments to available positions, plus personnel 
separations, effective in March and April. 

Insummary, the situation may be described thus: 


hetnel cost OF .SBIATY INOTORSOR. 8. nck cnet idnnenuwu ; ts $194, 500 
Absorption by the Service 


Net requirements approved by Budget Bureau 
Additional absorption 


It should be noted that the ability of the Service to absorb over $30,000 of 
additional cost this year does not mean that similar absorption will be possible 
next year, as L stated in my testimony before the Subcommittee yesterday. 

The revised amount represents the minimum needs of the Service for the 
current year. Further reduction would necessitate enforced separation of em- 
ployed personnel during a period when the workload is at its peak and settle 
ments of many labor-management disputes are in their critical stages. 

I will appreciate your approval of this request. 

Sincerely yours, 


JOSEPH F. FINNEGAN, Director. 


UNITED STATES SOLDIERS’ HOME 
INCREASED PAY COSTS 


Senator Hix. I shall insert in the record at this point a statement 
of Gen. Wade H. Haislip, Governor of the United States Soldiers’ 
Home, with reference to the supplemental estimate of the home for 
%157.000, to be derived from the home’s trust fund, which estimate 
was allowed in full by the House. The statement of General Haislip 
will suffice and we will not need the testimony from officials of the 


nome, 


(The material referred to follows :) 


STATEMENT OF GEN. WADE H. Hatsiip, GOVERNOR, UNITED STATES SoLpIERS’ HOME 


[ appreciate the opportunity of appearing before this committee to justify 
' home's request for $137,000 to pay the 714-percent salary increase by Public 
aw 94, 

I would like to remind the committee that the proposed supplemental of $137,- 
"*")now before you, if approved, will be taken from the Soldiers’ Home permanent 
fund, and not from the general revenues of the Treasury. 

The requested amount of $137,000 is purely a mathematical computation sup- 
ported by actual payments to employees since March 13, 1955, the effective date 
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ao the increase. The home was given $50,000 to pay these increases from March Hot 
} through June 30, 1955, but has received no funds to carry on through fig) 
year 1956. Hor 

A comparison of actual payrolls for periods prior to the effective date of ty, pen 
increase with payrolls subsequent to the effective date showed the difference (y, at. t 
to the 714-percent increase provided by Public Law 94. In order to arrive at th Div 
$137,000 this difference was projected for the full fiscal year 1956. 

Now that three-quarters of the fiscal year commitments have been made. yp 
realize that this pay cost cannot be absorbed. And further, subsequent to thy 
passage of the Appropriation Act for 1956, the following unforeseen salary costs 
have been added to home obligations without the benefit of additional funds ang \ 
will be absorbed : the 


-ayment of wage board rates for July and August of 1955. The conver- \ 
sion to wage board was put into effect 2 months earlier than originally 1 
WE AE Rh OUINC ONE COE ts Sie heen eesudiew nec. £00 ON 

On Jan. 1, 1956, approximately 231 wage board employees received auto- mel 
matic step increases, the cost to the home being____--_-_--_---______ 20. 0 We 
New increased wage board rates were announced effective Dec. 18, 1955 36. 00 S20 
The appropriation for 1956 was based on total deductions of $237,000 for the 
quarters, subsistence, and laundry, whereas, due to the difficulty of i 
hiring live-in employees, the estimated deductions will be only $178,000 pay 











for the current year. The difference is_______________-__--___- _._. 39,00 s 
Improvement in personnel procedure has reduced lapses Bs ee re _ 20,000 op] 
Public Law 763 provided increases for doctors__________----_-~-- i> ee rey) 

Major increases in salary obligations to be absorbed total___ ~~ 159, 00% 
ane 

As stated, no funds are being requested for these items, as they will be absorbed 7 
by certain unexpected and unpredicted savings. To make doubly sure funds wil] : 
be available to absorb these costs within the limit of funds appropriated for 1954, Ho 
I have issued an order requiring my personal approval in each case for the filling 
of civilian vacancies for the rest of the year, an action I have never found neces. and 
sary to take before. lion 

STATEMENT BY THE CHAIRMAN que 
\ 

Senator Hitt. The following testimony from officials of the Bureau the 
of Employment Security, Department of Labor, was taken before our \ 
subcommittee on Labor, Health, Education, and Welfare on Mare . 
15, during its consideration of the regular 1957 bill, H. R. 9720. Ii } 
was necessary to rush a bill through to provide additional funds for 
unemployment compensation for Federal employees, and the Hous 
reported and passed on March 15, 1956, House Joint Resolution 5%. 

Our subcommittee conducted hearings and reported to the chairman, 

Senator Hayden, and he was able to move to pass the bill without ff vb 
yden, I 

referral to the committee. fy 

i 

DEPARTMENT OF LABOR pa 

Bureau oF EMPLOYMENT SECURITY i 

tha 


STATEMENTS OF ROBERT C. GOODWIN, DIRECTOR; EUGENE LOVE Si!’ 
CHIEF OF THE DIVISION OF ESTIMATES AND EXPENDITURES: 
AND V. S. HUDSON, ASSISTANT ADMINISTRATIVE ASSISTANT “* 
SECRETARY - 


MEXICAN FARM LABOR PROGRAM 


Senator Hit. If I may have the attention of the committee for just 
1 minute. Senator Hayden has brought to the attention of the com- 
mittee the fact that an urgent deficiency bill has been reported by the 
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House Committee on Appropriations and is expected to pass the 
House today, providing additional funds for unemployment com- 
ensation for Federal employees, and he asked if this committee would 
at this time not hear the head of the Unemployment Compensation 
pivision, Mr. Goodwin, on this deficiency item. 


GENERAL STATEMENT 


Mr. Goodwin, will you proceed and tell us what this item is for, and 
the need for it ? 

Mr. Goopwin. I have a very brief statement to make. 

The request before you is for an additional $10 million for the pay- 
ment of unemployment compensation to former Federal employees. 
We now believe that $3 million more will be needed which, with the 
$20 million already appropriated and the $1,448,906 carried over from 
the 1955 appropri: ation, will give us a total of $34,448,906 with which to 
pay benefits in 1956, 

Senator Hiri. May I say, Mr. Goodwin, I don’t know if you had an 
opportunity to see it because it was just reported today. The bill, as 
reported by the House Appropriations Committee, carries $13 million. 

Mr. Gooowin. And we have been told that the Bureau of the Budget 
and the White House are in the process of amending their request and 
a$13 million request will come up, probably today, from the White 
House. 

This is not a request for an additional appropriation, Mr, Chairman 
and members of the committee. We anticipate having about $30 mil- 
lion left over on unemployment compensation for veterans. This re- 
quest is for a transfer and not a new appropriation. 

Senator Hitt. Well, I will say, Mr. Goodwin, that the request from 
the White House has already come in. 

Mr. Goopwry. Oh, it has come in. 

Senator Hin. I have it here. 

Mr. Goopwin. I see: that is fine. 


NEED FOR APPROPRIATION 


I might give you just a few figures on our most recent experience, 
which I think will demonstrate the need for this money. State ex- 
penditures for benefits in the first 8 months of 1956 were $18,824,029. 
The amounts paid for benefits is increasing. In January the States 
paid out $2,832,763 and in February they expended $3,091,391. 

There has been a further substantial increase in the amount of pay- 
ments in March. The daily average from March 1 to 9 has risen more 
than $22,000 above February experience to a daily average now of 
$170,000. 

Some States will exhaust their funds by early next week out of what 
we have now. That is why we have the emergency and why the re- 
(uest for a joint resolution for this amount. 
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Senator Ture. Mr. Chairman and Mr. Goodwin, what has brow); 
about the necessity of this increased expenditure or the need for thjs 
deficiency appropriation ? 

Mr. Goopwin. This is a new program, Senator. This is the first fyJj J 
year of operation of it. We have not had experience which makes j 
possible to make the most reliable estimates. 

In our original request for the current fiscal year we requested $4) 
million which admittedly was somewhat of a guess as to what our needs 
would be. 

The Congress, recognizing the estimates were not too firm, cut tha 
request to $20 million and suggested that we come back after we had 
more experience and get what was needed on a supplemental. 

The estimates now are that the total cost of it would run as I indi. 
cated here, up to the sum of $3414 million approximately. So that 
explains in part, I think, the problem we have had on this program. 

Senator Hix. To illustrate how this program has increased, gentle. 
men, you will see the 1955 appropriation was $17,500,000. Now the 
budget estimate for this fiscal year, 1956, was $40 million. 

Mr. Goopwin. Mr. Chairman, may I point out that that first figure 
was for 6 months. You see, the payments began in January. 

Senator Hitn. January 1. 

Mr. Goopwin. A year ago. So the $17.5 million was for the first 6 
months. 

Senator Hiti. But you used less than that $17 million during that 
6-month period. 

Mr. Goopwin. We carried over about $114 million. 

Senator Huw. Then for the 6-month period you used about some $16 
million ¢ 

Mr. Goopwin. That is right. 

Senator Hirz. Which, had the program remained more or less static, 
your estimate for 1956 would have been $32 million, but instead of 
that it was $40 million, is that correct ? 

Mr. Goopwrn. I am not sure I understand you. 

Senator Hix. I say your estimate for 1956 was $40 million. 

Mr. Goopwin. Yes; that was our estimate. 

Senator DworsHax. How will this unemployment program atfect 
seasonal workers in various agencies of the Government where they are 
required to work only 2 or 3 or 4 months? Will they be eligible for 
unemployment compensation ? 

Mr. Goopwin. Well, under this program, Senator Dworshak, the 
eligibility requirements of the State Jaw where they are working ar 
controlling. The eligibility requirements in Idaho, for instance. 
would be controlled by the Idaho law. In general, they would not 
be eligible if that is all the employment they had. It takes more than 
that. 

Senator Dworsnak. There will be only a 3-month period of ew 
ployment because of summer work, certainly they couldn’t be consid: 
ered unemployed for the remaining 9 months of the year? 

Mr. Goopwtn. Well, in general, the State laws require more el 
ployment than that to be eligible for benefits. 
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REASON FOR INCREASE IN PAYMENTS 


Senator Smiru. Mr. Goodwin, with a very low rate of unemploy- 
went; in other words, a very high rate of employment, why is this 
increasing as it is¢ 

Mr. Goopw1n. I think part of the increase that we are in right now is 
, seasonal increase. It follows fairly closely what we had last year. 
There is another factor which we don’t know too much about yet. 
The rate of unemployment on this program has been way below the 
rate for unemployment insurance in the States generally. On an 
annual basis the rate in the States generally has been about 3.4 percent, 
that is our most recent experience, 3.4 percent. On this program it has 
been only slightly above 1 percent. Now, being a new program one of 
the factors can very well be that some people don’t know about it yet; 
I mean, they didn’t know they were eligible for it. We had that as 
one of the factors when we first began unemployment compensation 
for veterans. 

So there are a number of areas on this program where we really 
don't have the answers yet because we haven’t had enough experience. 
Jt doesn’t take much increase in unemployment to increase these costs 
considerably. I have a figure on that. For example, if the rate of 
nsured unemployment increases from 114 percent, which is what it 
snow, you see it has gone up about a half percent on a seasonal basis, 
to 1.7 percent, we would spend about $14.8 million in the last 4 months 
of 1956 rather than $13.4 million spent in the same period last year. 
Inother words, that slight increase in the rate of unemployment would 
increase the cost by $1.4 million. 


STATUTORY OBLIGATION 


Senator Hint. Well, now, Mr. Goodwin, to summarize this thing, 
this is a statutory obligation ; isn’t it? 

Mr. Goopwin. Yes, sir; that is right. 

Senator Hitt. This is a request to provide the funds to carry out 
the obligation under the statute which was passed. 

Senator Porrer. It is a request to transfer funds; isn’t it ? 

Mr. Goopw1n. In this case it is, and any money that is not spent 
would remain in the account for the same expenditures next year 
and will reduce the amount needed next year by that amount, what- 
ever It 1s. 

Senator Porrer. Did we overestimate the request for unemploy- 
ment compensation for veterans / 

Mr. Goopwin. Yes; we did. That was due to a number of factors. 
I think one of the most important ones was the improvement in the 
employment situation. 

Senator Tuyr. How were they being taken care of prior to the 
enactment of legislation ¢ 

Mr. Goopwry. They were not covered and did not have the benefits 
of unemployment compensation. 

Senator Tarr. And you had unemployment in just the same num- 
bers practically as you have now or that you anticipate, but when 
they went off of a Federal job they were just off ? 

Mr. Goopw1n. That is right. 
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Senator Toye. They had no compensation; they Just had to inne. 
diately shift for themselves and hope to get employment before they 
had used up their last check; is that it? OF 

Mr. Goopwin. That is right. 

Senator Tuyr. This is just a further step in trying to protect the 
employee that is severed whether it is a defense contract or any kin( 
of Federal employment; when he is unemployed you do have this 
same protection for him as you would for private employees’ 

Mr. Goopwin. That is right, sir. 

Senator Tuyr. So you are in a new field entirely. You haven’ 
had a year’s experience ¢ 

Mr. Goopwin. Yes; we have had just a little over a year. 

Senator Toye. You have had that. 

Mr. Goopwin. Yes. 

Senator Hitz. Are there any other questions / 


APPROVAL OF ITEM 


Senator Porrer. I move that this item be approved. 

Senator Hix. Without objection, the subcommittee will approve I st 
the item and will so advise the full committee. ' 

Mr. Goopwin. Thank you very much. 

Senator Hitt. The committee will be in recess until 10 o'clock t 
morrow morning. 

(Whereupon, at 12:45 p. m. Thursday, March 22, 1956, the com- 
mittee recessed. to reconvene at 10 a. m. Frid: ay, March 23, 1956.) 
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FRIDAY, MARCH 23, 1956 


Untrep States SENATE, 
CoMMITTEE ON APPROPRIATIONS, 
Washington, D.C. 
The committee met at 10 a. m., pursuant to adjournment in room 
F-37, the Capitol, Hon. Carl ah (chairman) presiding. 
Present : Chairman Hayden, Senators Ellender, Robertson, Bridges, 
Saltonstall, Thye, Dworshak, and Dirksen. 


DEPARTMENT OF STATE 
P\YMENT TO FOREIGN SERVICE RETIREMENT AND Disapitiry FuNp 


STATEMENTS OF EDWARD C. CROUCH, DEPUTY ASSISTANT SECRE- 
TARY AND ACTING BUDGET OFFICER; AND LOY W. HENDERSON, 


ea DEPUTY UNDER SECRETARY FOR ADMINISTRATION, DEPART- 
’ MENT OF STATE 


‘OMm- 
i ; ESTIMATES AND HOUSE ALLOWANCE 


Chairman Haypen. The committee will be in order. 

This morning the committee will consider three supplemental esti- 
mates for the State Department, included in House Document 330. 
The total estimates were $2,485,790, and the House allowed $2,385,790, 
acut of $100,000. 

This is acceptable to the Department of State at this time, accord- 
ing to their letter of March 19. 


FOREIGN SERVICE RETIREMENT AND DISABILITY FUND 


Mr. Crouch, let us consider the first item with relation to funds for 
the “Foreign Service and retirement account.” Will you give us 
a brief explanation of the items. 

Mr. Croucn. Thank you, Mr. Chairman. The first item on the 
bill before you on page 20, sir, is a request for a supplemental appro- 
priation in the amount of $1,236,000 for 1956 for the “Foreign Service 
retirement and disability fund.” 


JUSTIFICATION 


Chairman Haypen. We will insert the justification and House re- 
port at this point. 
(The information referred to follows :) 


HOUSE REPORT 


“The full amount of the budget estimate, $1,236,000, is included in the bill and 
is to provide for the Government’s net share of cash disbursements from this 
find during the current fiscal year. The Department had not previously re- 
(uested funds for this purpose in the 1956 regular bill pending final decision on 


the method of determining the amount of the Government’s annual contribu- 
ton to this fund.” 


427 
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PURPOSE OF THE APPROPRIATION 


The purpose of this appropriation is to provide a payment to the Foreign 
Service retirement and disability fund as authorized by the act of August 13, 
1946 (Public Law 724), section 861, which reads as follows: 

“The Secretary of the Treasury shall prepare the estimates of the annual 
appropriation required to be made to the fund, and shall make actuarial yajyg. 
tions of such funds at intervals of five years, or oftener if deemed necessary by 
him. The Secretary of State may expend from money to the credit of the fund 
an amount not exceeding $5,000 per annum for the incidental expenses nec essary 
in administering the provisions of this title, including actuarial advice.” 


EXPLANATION OF ESTIMATE 


The Foreign Service retirement and disability fund was established on a fy] 
reserve basis to be funded by contributions from three sources as follows: (1) 
Contributions from employees through payroll deductions; (2) annual contriby. 
tions by the Government to cover employer liability; and (3) annual payments 
by the Government to cover deficiencies in the fund arising from such things as 
the allowance of credit for service prior to the establishment of the fund, the 
liberalization of benefits caused by changes in the law, etc. 

The fund is not being maintained on a full reserve basis now, as funds haye 
not been appropriated since fiscal year 1950 and the funds requested hereiy 
provide only for maintaining the unfunded liability at its current status. 

The actuary of the Treasury Department has estimated that for fiscal year 
1956 an appropriation of $1,236,000 would be required to provide for the Govern- 
ment’s net share of disbursements to annuitants after considering employee con- 
tributions and the interest on the Government’s equity in the fund. 


Pa a a cas Sched ives oni dane em eoesie ch Sew na ninsewnecieh cles $2, 350. 000 
Less portion paid from accumulated employee contributions 800, 000 


yovernment’s gross share 1, 550. 000 
Less interest received on Government’s equity in the Foreign Service 
retirement and disability fund 314, 000 


Appropriation required 1, 236, 000 


Condition of Foreign Service retirement and disability fund as of June 30, 1955 
(according to Office of Finance records) 


Previous years, Fiseal year 
1925-54 1955 activity 


Receipts: 
Contributions: 
Federal $14, 683, § 
TT x sas sin cbtiss ahtsscheidsanadneilbits 9, 219, . $2, 795, 605. 28 
Voluntary , 647, « 126, 662. 82 
Total contributions 24, 551, 214 . 83 2, 922, 268. 10 


Interest on investments: 
Mandatory contributions , 289, 849. 35 579, 474. 31 
Voluntary contributions__-___- as Be siete eke ‘ 0, 886. a7 | 19, 989. 61 


I iii tccnctccccnan Sinhidhomaieianienle , 736, 03 599, 463 92 
Total receipts ; 


Disburseme nts: 
; , 670. 21 1 2, 042, 946. 
Re oaks. aa , 345, 990. 93 124, 861. 
Grat'ities _- ; ‘ 38, 504. 44 67, 239. 
Miscellaneo:is - _- , 628. 64 





| ear a ected 16, 616, 794. 22 2, 235, 048. 25 51, 842.47 
Balance in fund: inlaid ; ; 
Investments ‘ , 229, 400.00 | 2 1,329, 000. 00 6, 558, 400. 00 

; 5, 756. 63 3 42, 316. 23 3, 440. 40 





Total balance in fund.____-- sisi ah nia at aciaT as 15 305 5, 156. 63 1, 286, 683. 77 3, 591, 840 40 


Total disbursements and balance in fund “31, 921, 950. 85. 3 521, 732. 02 35, 443, 682. 87 


1 Annuitants on rolls as of June 30, 1955, 474. 2 Net cost of investments. 3 Credit, 
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The following table presents a valuation of the fund as prepared by the acting 
government actuary as of December 31, 1953 (required at intervals of 5 years 
py Public Law 724) : 


Assets and liabilities of the Foreign Service retirement fund 


ASSETS 

Funds in hand $15, 569, 000 
Present value of prospective contributions by members of present ac- 

tive force (5.4 percent of future payroll of present active force*__ 6,588, 000 
Present value of prospective Government normal premiums with re- 

spect to members of present active force (14.94 percent of future 

payroll of present active force) 18, 227, 000 
Unfunded liability 30, 706, 000 


Total assets d 71, 090, 000 


LIABILITIES 


Present value of future annuity payments to members of present 
retired roll and their prospective survivors: 
Age and service annuities’ 16, 425, 000 
Disability annuities 741, 000 
Widow’s annuities 2, 550, 000 


Total 19, 716, 000 


Present value of prospective annuity payments to members of pres- 
ent active force and their survivors: 
Age and service annuities 46, 528, 000 
Disability annuities 950, 000 
Widow’s annuities (by death in service) 687, 000 


Total 48, 165, 000 


Present value of prospective refunds for members of present active 
force in case of: 
Withdrawal 454, 000 
Death 146, 000 
984, 000 


Total 


Present value of prospective lump-sum promotion-out payments to 
members of present active force 1, 625, 000 


1, 584, 000 
use 


Total liabilities 71, 090, 000 


‘Includes annuities payable in promotion-out cases. 
*Includes contributions for military service, transfer of civil-service contributions, etc. 


ANNUITIES PAID FROM FUND 


Mr. Croucu. During the fiscal year 1956, annuities to be paid from 
this fund are estimated at $2,350,000. Of this amount, $800,000 is 
estimated to be paid from the accumulated employee contributions, 
and $314,000 from interest received on the Government’s equity in the 
Foreign Service fund. Thus the $1,236,000 requested will provide for 
the Department’s net share of the estimated cash disbursements during 
the year from the fund. This is the same method of financing as that 
used by the civil-service retirement fund. 

We have had no appropriation to this fund, Mr. Chairman, since 
1950. In 1950 the appropriation was $2,187,000. We are also request- 
ing for 1957, the amount, $1,304,000. The amount now requested is 
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based upon calculations of the Government actuary who is in the Office 
of the Secretary of the Treasury. 

Chairman Haypen. It will keep the fund intact, will it? 

Mr. Crovucn. And keep it on a pay-as-you-go basis, and not deplete 
our capital investment. 


EXTENSION AND REMODELING STATE DEPARTMENT BuILpING 


STATEMENTS OF THOMAS S. ESTES, DEPUTY ASSISTANT SECRE. 
TARY FOR OPERATIONS, AND EDWARD C. CROUCH, DEPUTy 


ASSISTANT SECRETARY AND BUDGET OFFICER, DEPARTMENT 
OF STATE 


JUSTIFICATION 


Chairman Haypen. The next item concerns funds for the extensioy 
and remodeling of the State Department Building. The estimate was 
$900,000 and the House allowed $800,000. The record will show the 
justification, the House report, and also the Department's letter 
which indicates no appeal. 

(The statement referred to follows :) 


HOUSE REPORT 


“The bill includes $800,000, a reduction of $100,000 in the amount of the budget 
estimate, for completion of plans and related preliminary work preparatory to 
securing bids for construction in connection with the extention and remodeling 
of the existing main building of the Department of State. The sum of $1 million 
Was previously appropriated for this purpose in the Supplemental Appropriation 
Act, 1956.” 


JUSTIFICATION FOR EXTENSION OF NEW STATE BUILDING 


In its fiscal 1956 supplemental submission the Department of State requested 
$2,500,000 to defray the costs of preparing plans and conducting related work 
preparatory to the remodeling and construction of an addition to the existing 
main building of the Department of State. In response to this request, $1 
million was appropriated to the Department of State, which transferred this 
amount to the General Services Administration. 

A contract has been entered into between the General Services Administration 
and a group of architects for the design and planning of the building. It has 
been ascertained, however, that an additional $900,000 will be required to com 
plete the work under this contract. 

In justification for the extension of the new State building, it was stated in 
the fiscal year 1956 supplemental submission that the efficiency and economy of 
operation of the Department of State is seriously impaired by inadequate hous- 
ing. The international relations of the United States, so enormously expanded 
and so vital in the light of the leadership of this country in the battle for a fret 
world, are being conducted in 23 separate buildings. Of these only one, the 
new State building at “Ist and Virginia Avenue, is a modern office building 
It contains 274,517 square feet, less than one-fourth of the Department’s total 
space requirements. The remaining 22 buildings which State occupies in whole 
or in part, contain 1,225,000 square feet, and consist of temporary wartime 
buildings, converted apartments and old, renovated office buildings. They are 
located from 1 block to nearly 3 miles from the main building. The essence of 
foreign policy is consultation and Department of State functions are highly 
interrelated to assure such consultation. However, the various components of 
the Department being so widely scattered delays and makes difficult as well as 
expensive the essential consultation that must take place every day among 
various units. The extension of the present new State building would add 
approximately 1,050,000 square feet of space and would be sufficient to house all 
of the present activities of the Department. 
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While the advantages of consolidation of the many activities of the Depart- 
vent Would appear obvious, the following points are highlighted. Extension 
the present main State building would incorporate under one roof facilities 
for international conferences, visa and passport functions, international organ- 
ization activities of particular importance to United Nations problems, security 
functions, and administrative operations such as the storage of supplies and 
equipment and various mechanical and repair shops. To service these activities 
sow calls for additional guards, expensive messenger and telephone service, 
vehicles, and drivers. Needless to say one of the primary advantages would be 
increased security protection. The transmission of highly classified documents, 
even by safe hand, among several buildings jeopardizes the Department’s se- 
curity. It is estimated that the Federal Government would realize annual 
wvings of approximately $2 million if all the activities were consolidated in 
ne building. However, the greatest savings, which cannot be measured in 
jollars and cents, would be the efficiency achieved through the establishment 
of a tightly knit organization, able to conduct its closely interrelated affairs in 
oie building, thus expediting important substantive and administrative deci- 
sions having a direct bearing on the success or failure of various aspects of the 
nternational relations of the United States. 


DEPARTMENT OF STATE, 
Washington, March 19, 1956. 
Hon. CARL HAYDEN, 
United States Senate. 

Dean SENATOR Hayven: On March 15 the House Appropriations Committee 
reported the second supplemental appropriation bill, 1956. The report recom- 
ends $800,000 of a $900,000 estimate for completion of plans and preliminary 
work preparatory to securing bids for construction work in connection with the 
extension and remodeling of the State Department building. 

The Department has made arrangements with the General Services Admin- 
stration Which will eliminate the need for the $100,00 during fiscal year 1956, 
and it will therefore be unnecessary to request restoration of the House reduc- 
tion. It is expected that an appropriation estimate for actual construction 
work will be submitted at a later date and, if necessary, the reduction made by 
the House will be included in that estimate. 

Your interest in the Department’s operations is appreciated. 

Sincerely yours, 
Loy W. HENDERSON, 
Deputy Under Secretary for Administration 
(For the Acting Secretary of State). 


PREPARED STATEMENT 


Chairman Haypen. Will you give the committee a brief explana- 
tion of the item there ¢ 

Mr. Esres. I have submitted a prepared statement which I would 
like to summarize for you briefly. 

Chairman Haypen. The statement may be included in the record. 

(The statement referred to follows:) 


STATEMENT OF THOMAS S. Estes, Deputy ASSISTANT SECRETARY FOR OPERATIONS 


Mr. Chairman, late in fiscal year 1955 the proposal to extend and remodel the 
lain building of the Department of State was revived. Costs then estimated at 
‘60 million are now estimated at $57,900,000. 

The Supplemental Appropriation Act, 1956, provided $1 million to begin the 
project. These funds were transferred to the General Services Administration 
Which has negotiated a contract with private architects for preparation of plans 
for the project. In order to execute the complete contract for the preparation of 
plans, an additional $900,000 is required. An estimate in this amount was con- 
sidered by the House Committee on Appropriations and reduced to $800,000. 
Arrangements have been made with the General Services Administration, how- 
ever, to perform the work required during fiscal year 1956 within the appropria- 
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tion approved by the House. The remaining $100,000 will be considered for j) 
clusion in the estimate to be submited later for actual construction work, 

The $1,800,000 which would then become available for fiscal year 195¢ Will 
finance the architects’ contract of $1,715,000, which is approximately 3.4 percey; 
of the presently estimated construction cost of $49,715,000, and General Services 
Administration expenses to June 30, 1956, related to that contract estimated gt 
$85,000. 

The committee may be interested in a restatement of the reasons which moti. 
vated the reactivation of the proposal to build the extension to the main Sate 
Building. At that time, the international relations of the Department of Stato 
were being conducted in 22 separate buildings. Since then, the Internationa] (‘». 
operation Administration has been merged with the Department of State, pring. 
ing the number of buildings occupied to a total of 30, consisting of some 1,260.0) 
square feet of space. 

The majority of the buildings occupied in whole or in part, are overage tempo. 
rary wartime structures, converted apartment buildings, and older renovated 
office buildings. They are widely scattered, and result in inefficient and yp. 
economical operation of business. 

The planned extension would provide approximately 1,020,000 net usable square 
feet which added to the 274,517 feet available in the main State Building, would 
provide approximately 1,294,517 usable square feet of functional space as against 
approximately 1,260,000 now occupied in the several buildings. The slight jn. 
crease in space will allow for better operating facilities and normal staff ex. 
pansion. 

Based on General Services Administration estimates, economies to be realized 
through consolidation include $1,019,456 which could be saved by vacating re nted 
space and $430,231 could be realized by reassigning State-ICA vacated space i: 
Government-owned property to agencies now occupying rented space ; oper: itional | 
costs of the new building should be $335,546 less than is now expended by GSA 
in operating expenses for State-ICA. To this GSA potential savings of $1,785. 
233 may be added a conservative $273,122 reduction in State-ICA operational 
costs for telephones and cables, guards, messengers and trucks, and other con- 
solidated operations, not including savings in the elimination of losses in man- 
power due to dismissals during hot weather in nonair conditioned space and 
time lost in traveling between widely separated buildings. It can be estimated, 
therefore, that just over $2 million annually should be saved to the Federal 
Government through consolidation of State-ICA in one building. 

The most significant economies, however, are difficult if not impossible t 
measure in dollars and cents. Locating our scattered offices in a single building 
would improve our security, eliminating the risk of carrying our sensitive doct- 
ments through heavily congested streets from one office to another. Consolidation 
will permit a tightly knit organization, able to conduct its closely integrated 
affairs in one building. The greater degree of security and efficiency will result 
in more expeditious resolution of problems having a direct bearing on the success 
or failure of the international relations of the United States. 

Mr. Chairman, the representatives of the General Services Administration 


and I will be happy to answer any questions your committee wish to ask. 
Thank you. 


REVISION OF BUILDING ESTIMATES 


Mr. Esters. Late in 1955 the proposal to extend and remodel the 
main building of the Department of State was revised. The costs 
then estimated at $60 million are now estimated at $57,900,000. 

The Supplemental Appropriation Act, 1956, provided $1 million to 
begin the project. These funds were transferred to the General Serv- 
ices Administration which has negotiated a contract with private 
architects for preparation of plans for the project. In order to 
execute the complete contract for the preparation of plans, an adii- 
tional $900,000 is required. An estimate in this amount was con- 
sidered by the House committee and was reduced to $800,000. 

Arrangements have been made with the General Services Adminis- 
tration, however, to perform the work required during fiscal year 1956 
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yithin the appropriation approved by the House. The remaining 
300,000 will be considered for inclusion in the estimate to be sub- 
mitted later for actual construction work. 


PLANNING AND DESIGN 


Chairman Haypen. You can get off to a good start with $800,000, 

Mr. Estes. With $1,800,000, sir. That is for the planning and the 
design. 

This $1,800,000 will finance the architects’ contract of $1,715,000, 
which is approximately 3.4 percent of the presently estimated con- 
¢ruction costs. It will also cover General Services Administration 
sts through June 30, 1956 to the extent of about $85,000. 

The committee may be interested in a brief restatement of the rea- 
ons Which motivated the reactivation of the proposal to build the 
xtension to the main State Building. At that time, we were con- 
jucting our operations in 22 separate buildings. Since then, the 
International Cooperation Administration has been merged with the 
State Department, and we are at the present time occupying 30 build- 

gs in approximately 1,260,000 square feet of space. 

As you probably know, Mr. Chairman, except for the main State 
Building most of these buildings : are temporary wartime constructions, 
converted apartment buildings, and older renovated office buildings. 
The planned extension will provide us with 1,020,000 to 1,040,000 net 
usable square feet of space for State-ICA operations, which added 
to the present space that we have in the main State Building will 
low us about 1,300,000 square feet of functional space. 

The slight increase over the present space occupied will allow for 
greatly improved operating facilities and for a somewhat less than 


ormal staff expansion. Ordinarily, it is figured at about 10 percent, 
but we have kept it to about 614 percent. 


ECONOMIES TO GOVERNMENT 


We estimate annual economies to the Federal Government of some- 
hing on the order of $2 million or in excess of $2 million through 
avings in rent, space occupied by our agencies in rented buildings will 
now be in Government-owned ‘buildings and also the space in the 
Government- owned buildings which we occupy can be occupied by 
‘agencies which are now in rented space. 

These savings or economies to the Federal Government as a whole 
‘jo not include the estimated savings in losses of manpower due to 
the dismissals during hot wee 1ther and the time lost in traveling 
between buildings. 

The most significant economies, however, are difficult if not im- 
possible to measure in dollars and cents. Locating our scattered 
oflices in a single building would improve our security, , eliminating the 
risk of carrying sensitive documents through congested streets. 
“onsolidation will permit a tightly knit org ganization, able to con- 

‘uct its closely integrated affairs in one building, which should im- 
prove the expeditious resolution of problems which have a direct 
bearing on our international relations. 


Mr. Chairman, that is the substance of the summary of my state- 
ment, 
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Chairman Haypen. I do not think it is necessary to call wpon the 
General Services Administration for any statement inasmuch as the 
House allowed the amount. 


CONTRIBUTION TO Woritp Heauru OrGANIZATION 


STATEMENTS OF FRANCIS 0. WILCOX, ASSISTANT SECRETARY For 
INTERNATIONAL ORGANIZATION AFFAIRS, AND EDWARD ¢ 
CROUCH, DEPUTY ASSISTANT SECRETARY AND ACTING BUDGET 
OFFICER, DEPARTMENT OF STATE 


JUSTIFICATION 


Chairman Haypen. The next item concerns the State Department's 
request and the House allowance of $349,790 for the World Health 
Organization. All right, Dr. Wilcox, can you tell us why this addi- 
tion: al assessment is so essentis al at this time ? 

Before you commence, the record will show the justification dats 
submitted by the Department and also the House report. 

(The data referred to follows :) 


HOUSE REPORT 


“There is included in the bill an additional $349,790, the amount of the 
State Department’s additional request for the World Health Organization. The 
sum of $3 million was appropriated for United States membership in this Organi- 
zation in the regular Department of State Appropriation Act, 1956. This was 
the amount of the statutory limitation on the amount authorized to be appro 
priated annually for this Organization. However, subsequently Public Law 13s, 
Ist session, 84th Congress, removed the $3 million limitation and as the result 
the Department of State has requested this increase of $349,790.” 


PURPOSE AND NEED FOR SUPPLEMENTARY APPROPRIATION 


Reason for supplemental 

The amount of $3 million for fiscal year 1956 was requested and appropriated 
by the Congress to cover the greater part of the United States assessment of 
$3,349,790 for calendar year 1955 in the World Health Organization (WHO) 
The amount requested was $3 million because of the then existing $3 million 
statutory limitation on the amount authorized to be appropriated annually for 
United States contributions to WHO. This statutory limitation has now been 
revised by subsection 419 of the Mutual Security Act of 1955 to permit the appro 
priation annually of “such sums as may be necessary for the payment by the 
United States of its share of the expenses of the Organization as apportioned 
by the Health Assembly in accordance with article 56 of the constitution of the 
Organization, except that payments by the United States for any fiscal year of 
the Organization after 1958 shall not exceed 3314 percent of the total assessments 
of active members of the Organization for such fiscal year”. Under the authori- 
zation as thus revised, the appropriation of $349,790 is requested at this time to 
complete the payment of the United States assessment of $3,349,790 for calendar 
year 1955. 
Computation of estimate 

The gross budget for the calendar year 1955 approved by the Seventh World 
Health Assembly in May 1954 amounts to $10,999,360. This figure is offset b) 
estimated miscellaneous income of $313,264 and certain carryover items amount- 
ing to $636,736 resulting in a total assessment budget of $10,049,360. This is 
$1,086,360 more than the total assessment budget for the calendar year 1954. The 
increase is due primarily to (1) decisions of the Health Assembly enlarging the 
Organization’s field-work program, (2) the costs of meeting in-grade salary 
increments under the WHO staff regulations, (3) increased expense in making 
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spanish a full working language, (4) establishment of a special $100,000 emer- 
ojcy reserve fund, and (5) strengthening the Regional Office for Africa. The 
Tited States percentage share remains the same as the previous year, 33144 
vercent of the total assessments on all members, resulting in an assessment to the 


(United States of $38,349,790. 


statutory authorizations 

Public Law 648, 80th Congress, approved June 14, 1948, as amended by 
Public Law 806, Sist Congress, approved September 21, 1950 (22 U. S. C. 290- 
“™) a-d) and as amended by Public Law 138, S4th Congress, approved July 8, 
199. Constitution of the World Health Organization, entered into force with 
respect to the United States June 21,1948 (TIAS 1808). 


PREPARED STATEMENT 


Dr. Witcox. I have a short statement which I will be glad to sum- 
marize for the committee and place the statement in the record. 

Chairman Haypen. Your complete statement will be placed in the 
record, 

(The statement referred to follows :) 


Sr\TEMENT OF FRANCIS OQ. WILCOX, THE ASSISTANT SECRETARY OF STATE FOR 
INTERNATIONAL ORGANIZATION AFFAIRS 


The Department of State requests an amount of $349,790 as a fiscal year 1956 
supplemental to complete the United States contribution to the World Health 
Organization for the calendar year 1955. This represents the amount by which 
the United States fell short of meeting its assessment to the calendar year 1955 
budget of the Organization. 

The total United States assessment for the calendar year 1955 was $3,349,790, 
representing one-third of a total assessment budget of $10,049,360. Only 
3,000,000, however, was requested and appropriated in the regular 1956 appro- 
priation act since the act of Congress which authorized United States participa- 
tion in the Organization (Public Law 643, SOth Cong., as amended by Public Law 
N06, SIst Cong.) limited to that figure the amount which could be appropriated 
annually for our contribution. Subsequent to action on the 1956 appropriation, 
the Congress enacted Public Law 138, approved July 8, 1955, which removed the 
dollar limitation and substituted in its place a 33144 percent iimitation. It is 
under the authority of this revision in the law that the Department now is 
requesting funds to enable the United States to meet its full assessment to the 
Organization. 

It would be prejudicial to our interests not to pay our full share of a budget 
agreed upon by the majority of the World Health Assembly as long as this 
ountry wishes to remain an active participant in the Organization. If the 
United States does not at this time take the necessary steps to pay the remainder 
of its contribution, our leadership in the determination of the policies of the 
Organization is likely to be affected adversely. This would be particularly 
irue with respect to continuing United States efforts to protect the fiscal position 
of the Organization by insisting on prompt payment of aSsessments by other 
uembers and the maintenance of effective safeguards on the expenditure of funds. 

The increase in the Organization’s assessment budget from $8,963,000 in 1954 
10 $10,049,366 in 1955 reflected the views of the majority of the member govern- 
ments that a reasonable expansion in the size of the Organization’s health pro- 
vray Was necessary and timely. In the 3 years from 1952 to 1954, WHO 
expenditures had increased only about $200,000 or less than 3 percent, an amount 
idequate only to meet such increased costs as within-grade salary increases. 
The 12 percent increase voted by the World Health Assembly for 1955 also covered 
certain increased operating costs, including those arising from adoption of 
Spanish as a working language. In addition, however, it provided for an 
enlarged field work program, strengthening of a regional office for Africa, and 
the establishment of a special $100,000 emergency reserve fund. 

In a large part of the world today the average life expectancy is less than 
one-half of that in the United States; the average output per person is often no 
more than one-tenth of what it is in the United States and other highly developed 
countries. Health services in these areas are inadequate, and disabling diseases 
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cut down effective manpower. The WHO, through demonstration projects, train 
ing and consultation, is assisting many countries, upon request, to improve thei; 
health services so that they may deal more adequately with their own healt) 
problems. Many WHO programs have achieved truly dramatic results, ]; 
improving health conditions, these programs also contribute substantially ty 
increasing the economic capabilities of countries and thus, at the same tiny 
decrease the possibilities of infiltration by those ideologies to which needy popu 
lations are often susceptible and which are inimical to the free world. Th, 
field programs of the World Health Organization are in addition to the Organ). 
zations more traditional but important functions of alerting government healt}, 
authorities to the outbreak of epidemic diseases; of formulating standards fo) 
drug and biological products in international commerce; and of providing oth, 
services of direct and immediate value to all member countries. 


CONTRIBUTION DEFICIT 


Dr. Wiicox. The Department is requesting this sum in order ti 
make up the deficit in our contribution to the World Health Organi. 
zation budget for the calendar year 1955. I think I can explain bet. 
ter our need for this money, Mr. Chairman, if I go back and indicate 
briefly the sequence of events since 1951. As you know, the United 
States has been contributing to the World Health Organizati ion for 
a number of aoe as we have to the other specialized agencies of 
the United Nations. 

In 1951 Congress put a ceiling on our contributions to the World 
Health Organization budget, a ‘ceiling based on the dollar amount 
that we could contribute. That was the sum of $3 million. We of 
course operated within that ceiling and we told our colleagues in the 
World Health Organization that our contribution could not exceed 
$3 million because that is all of the money Congress made available 
to us. 

From 1952 to 1954, therefore, the budget of the World Health 
Organization remained fairly stable. I think that in those 3 or 4 
years the expansion of the budget was limited to about 3 percent. 
approximately ¥%200,000, which was about the amount that was 
needed in order to pay increased salaries, and increased operating 
expenses in an agency of that kind. 


INCREASE IN BUDGET 


In 1954, a number of the members of the World Health Organization 
felt very strongly that the time had come to expand somewhat the 
activities and the budget of the World Health Organization. I 
spite of the fact that our ceiling existed and that they knew it existed, 
the budget was increased so that it pierced the ceiling so far as out 


contribution was concerned. The World Health Assembly approved a 
budget which amounted to $10,049,360. 


CEILING LEGISLATION 


Subsequently, the Someta, came to the Congress and explained 
the situation but asked for only $3 million because that is all the Con- 
gress permitted us to ask for under the terms of the legislation. 
Shortly afterward, however, Congress enacted Public Law 138 ap- 
prov ed July 8, 1955, which removed the dollar ceiling and substituted 
in its place a ceiling of 3314 percent. 
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Following that action we wrote to the chairman of the House and 
senate Appropriations Committees saying that we would ask for the 
money to make up our deficit but that since the legislative session was 
jrawing to a close we saw no opportunity to do so, and we would post- 
ne our request until this year. 

Now, at this time we are coming to request this additional amount 


which would make up the deficit in our contribution to the World 
Health Organization. 


HOUSE APPROVAL 


Chairman HaypeNn. Was this matter presented to the House com- 
mittee 4 

Dr. Wiicox. It was, Mr. Chairman, and they have, as I understand, 
ipproved the request. 

Chairman Haypen. I think that that is a very clear statement. 

Dr. Witcox. If I may add, Mr. Chairman, to the remarks that I have 
made, I should say that while this request, or w hile the increase in the 
budget of the World Health Organization between 1954 and 1955 
amounts to some 12 percent, as I pointed out it was the first increase 
of any substantial size over a period of several years. 

Chairman Haypen. Congress has been compelled to take under 
consideration the fact that the cost of living has increased, and for 
that reason the pay and allowances have to be increased. That reason- 
ing would apply to this organization just the same as it would to the 
ordinary health department. 

Dr. Wincox. Yes, sir, I think so. It seems to me that this is a 
reasonable increase in view of the increased cost of operating an agency 
of this character. Also, I think that we have to keep in mind that 
we are equal members of the World Health Organization. When we 
ined that organization we approved the joint resolution which sub- 
wribed to the constitution of WHO. In that constitution of course 
weagree that the members shall abide by the decisions of the Assembly 
of the World Health Organization with respect to the budget. While 
ve have taken the view that we cannot contribute any more than Con- 
gress permits us to contribute; nevertheless, we are bound as are all 
of the other members of the World Health Organization to abide by 
the decision of the Assembly with respect to the size of the budget 
and to the allocation of that budget. 


CONGRESSIONAL LIMITATIONS 


Chairman Haypen. But you undoubtedly advised the Assembly of 
the congressional limitations ¢ 

Dr. Wincox. Yes, sir, and we were ver y careful always to point out 
that we have to operate within the limits that Congress sets for us, 
and we so instruct our deleg: ites to all of these conferences. I want 
tomake that quite clear. The 12 percent increase, I might say, which 
was voted by the Health Assembly for 1955, covered incre: ased oper- 
ating costs and also included costs arising from the adoption of Span- 
ish as one of the working languages as well as an enlarged field pro- 
gram. It further prov ided for the stre ngthening of a regional field 


office for Africa, and the establishment of a special $100,000 emergency 
fund. 
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I might also say that in my judgment, Mr. Chairman, the Worl; 
Health | Organization is performing a very valuable service. [ think 
it is one of the most effective and « one of the most efficient. and one 
of the most useful of the 10 specialized agencies in the United Nations 
system. 

Chairman Haypen. Are there any questions! If there are no 
further questions, we thank you, gentlemen. 


THE JUDICIARY 
SUPREME Court OF THE UNITED STATES 


STATEMENTS OF HENRY P. CHANDLER, DIRECTOR OF THE ADMIN. 
ISTRATIVE OFFICE OF THE UNITED STATES COURTS; ELMORE 
WHITEHURST, ASSISTANT DIRECTOR; EDWIN L. COVEY, CHIEF 
DIVISION OF BANKRUPTCY; AND JOHN C. BROWN, BUDGET AnD 
ACCOUNTING OFFICER 


RENTAL OF PARKING LOT 


Chairman Haypen. The committee will now consider the supple 
mental estimates for the judiciary. The House allowed the full 
amounts requested. 

The first item concerns the Supreme Court of the United States, 
where $900 is requested to rent a parking lot on a street between Second 
and Third Streets NE., to provide about 40 spaces for cars of court 
personnel. Street parking has been sharply reduced in this area since 
the opening of the East Capitol Street Bridge. I will insert the jus- 
tification filed in support of the item. 

We will be glad to hear from you. 

(The justification referred to follows :) 


HOUSE REPORT 


“MWiscellaneous erpenses.—The amount of the budget estimate, $900, is in- 
eluded in the bill for rental of parking facilities.” 


JUSTIFICATION 


This amount is requested in order to rent a parking lot on A Street between 
Second and Third Streets NE., during the present fiscal year. This location is 
within a half block of the Supreme Court Building. The lot will provide 35 to 
40 spaces for personnel of the Supreme Court and the Administrative Office of 
the United States Courts. There are only 56 parking places in the garage il 
the basement of the Supreme Court Building. The number of spaces on nearby 
streets where all-day parking is permitted has been sharply reduced since the 
opening of the East Capitol Street Bridge. Further restrictions against all-da) 
parking undoubtedly will be imposed in the future in this neighborhood as the 
result of changes in traffic flow caused by the new bridge or by the designation 
of additional streets as approach routes to the bridge or as bypasses for through 
traffic. 

SALARIES AND EXPENSES OF REFEREES 


Mr. Cuanobier. I am not authorized to speak for the Supreme Court. 
The administration of that Court does not come under my office. 
Chairman Haypen. All right, we will let that go in the record. 
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JUSTIFICATION 


The next two items relate to salaries and expenses of referees. The 
justifications will be placed in the record. 
' (The justifications referred to follow :) 


HOUSE REPORT 


“There is included in the bill an additional $6,375 for ‘Salaries of referees’ 
and $111,500 for ‘Expenses of referees.’ These sums are to cover the cost of 
increased salaries for referees, salary increases granted by the act of June 28, 
1955 (Public Law 94), increased mileage and per diem pursuant to the act of 
July 28, 1955 (Public Law 189), and to provide 10 additional bankruptcy clerks 
or the last 4 months of the present fiscal year 


JUSTIFICATION FOR SALARY ESTIMATE 


It is requested that a supplemental amount of $6,375 be authorized for the 
salaries Of referees for the fiscal year 1956. This sum is necessary to provide 
for changes in arrangements and increases in the salaries of referees authorized 
py the Judicial Conference of the United States pursuant to the Bankruptcy 
Act (11 U.S. C. 65-68). ‘ 


PERSONAL SERVICES 
The increase of $6,375 requested for 1956 is composed of the following items: 


Increase in the salaries of 2 part-time referees____~~- ; $1, 350 
Increase in the salary of 1 full-time referee_ ; * : ; 900 
Change of one part-time position to full time__- smi ey OD 


Creation of one new part-time position A d See eeteele 3, 000 


Total increase_ 
Less: 
Salaries of 1 part-time position abolished_—~___-_- 
Reduction of territory and salary of 1 part-time refer ree 


Net increase needed_ 


The changes indicated above were required to provide increased referee service 
in districts in which the volume of bankruptcy business made such action neces- 
sury, and to provide moderate increases in the salaries of certain referees whose 
volume of cases has increased to such an extent that the salaries previously 
iuthorized can no longer be regarded as adequate. 

No appropriation from the general funds of the Treasury is required in this 
estimate. It is requested that the appropriation be made available solely out 
of the referees’ salary fund. This fund is in the nature of a trust fund composed 
entirely of filing fees and special charges paid in by the parties to bankruptcy 
proceedings for the services of the referees. The added cost will be well within 
the receipts into the referees’ salary fund in the current fiscal year. 


JUSTIFICATION FOR EXPENSE ESTIMATE 


It is requested that a supplemental amount of $111,500 be authorized for the 
expenses of referees for the fiscal year 1956. This sum is necessary to provide for 
the cost of statutory salary increases made pursuant to the Salary Increase Act 
of 1955 (69 Stat. 172), for additional personnel in certain referees’ offices, and 
for the increased cost of subsistence and mileage authorized under the act of 
July 28,1955 (Publie Law 189). 


PERSONAL SERVICES 


It is requested that an amount of $95,000 be provided for the increased cost of 
uaries of clerical personnel which were increased under the provisions of the 


ro Increase Act of 1955 (69 Stat. 172). The item of $95,000 is computed as 
follows: 
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Increases in the salaries of 331 permanent full-time employees_- 
Increases in the salaries of 71 permanent part-time employees___ 
Increases in the salaries of temporary personnel 


SSD, O00) 


7, 000 
3, OOO 


Total__ 


-+--- 1, O00 

The appropriation for referees’ expenses for the fiscal year 1956 as enacted 
was reduced in an amount of $100,000. As a consequence of this, it has not bee 
possible to provide additional clerical personnel in many of the larger bankrup 
courts where the present staffs can no longer keep the work current. It is ye. 
quested that an amount of $10,000 be restored to the appropriation to provide f 
the salaries of additional personnel in offices in which the work is falling jy, 
arrears. It is estimated that the amount requested will provide 10 additiong) 
clerks at annual salaries of $3,175 in grade GS-3 during the last 4 months of the 
fiscal year in offices where their services are most urgently needed, 


TRAVEL 


The Travel Expense Act of 1955, Public Law 189, which was approved \ 
1955, permitted agencies of the Government to prescribe an increase in the 
ance for the use of privately owned automobiles from 7 to 10 cents a weet and 
in the per-diem allowance for subsistence in official travel from $9 to $12. It 
was considered that the increases permitted were necessary in justice to the court 
personnel and they were authorized for referees in bankruptcy and their staffs 
the same as they were for other supporting personnel of the courts, effective 
August 1, 1955. The per-diem rate of $6 remains in effect for travel not involving 
overnight absence from official headquarters. 

The total cost of the travel of referees for the fiscal vear 
The records indicate that this total is composed of the 
Per diem in lieu of subsistence 
Mileage at 7 cents per mile_ : 
Travel on Government tr: ansports ition requests 


4 


llow 


1955 was &3 
following items: 


rere) 


cuits eaitaniel tebtiabes dh tellin oii pele cali n S15. 000 
1D, OO 
(i, S14 

Total expended___- ‘ 37, 71 

The increase in the mileage rate amcunted to 42.87 percent and the increase 
in the subsistence rate to 334, percent. By increasing the per-diem cost by one 
third and the mileage cost by three-sevenths for 11 months of the fiscal 3 
1956, it is estimated that the total cost of travel for 11 months of 1956 will lx 
approximately $10,800 in excess of the allotment for that purpose. Lt is believed 
however, that $4,300 of this amount can be absorbed 
in this estimate is $6,500. 

No appropriation from the general funds of the Treasury is required in this 
estimate. It is requested that the supplemental funds needed be made availabl 
out of the referees’ expense fund, which is composed entirely of filing fees and 
special charges paid by the parties to bankruptcy proceedings. The added cost 
will be well within the receipts into the referees’ expense fund in the current 
fiscal year. 


und the increase requested 


INCREASE IN SALARIES 


Chairman Haypven. Allright, Mr. Chandler, will you give us a brief 
explanation for the additional $6,375 for salaries and $111,500 for 
expenses / 

Mr. CuHanpier. Mr. Chairman, ladies and gentlemen of the com 
mittee, the statute gives to the Judicial Conference of the United 
States the power and duty to fix the salaries of the referees from 
time to time. The Judicial Conference at its annual meeting last 
September provided for increases in the salaries of certain referees. 
and a reduction in cost due to changes in arrangements and salaries 
of other referees. 

Now, $6,375 is the net cost of the changes in salaries during this 
fiscal year which were made by the Judicial Conference at. that 
meeting. | 

Chairman Haypen. That will take care of you up to the 30th 0! 
June? 
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Mr. CHANDLER. Yes, sir. Now, you asked about the appropriation 
for expenses of referees. There are three items that enter into that. 
Qne is the cost during this fiscal year of increases in salaries of the 
clerical personnel of the referees to conform with the provisions of 
the Federal Salary Increase Act of 1955, which has been in effect 
(lof this year. That accounts for $95,000. 

There is also a cost of $6,500 which represents added costs of travel 
above what can be absorbed, in consequence of an increase in the 
rate of subsistence while on official travel of the referees, and an added 
ost of the increase in the rate for the use of privately owned auto- 
mobiles in their official travel. That increase was from 7 cents a 
mile to 10 cents a mile. Both of those increases were authorized by 
the statute, which was passed last summer. A third item is 10,000 
for additional clerical help for referees’ offices in which the work is 
falling behind. 

NUMBER OF REFEREES 


Chairman Haypen. How many referees are there now that have 
been designated ¢ 

Mr. CHanpuer. There are about 165. 

Chairman Haypen. I know of one case where they have a very 
able referee, and that is the case between Arizona and California, 
affecting the water rights of Colorado River. He is proceeding dili- 
gently with his work. 

Mr. CHANDLER. I know he is. 


SITUATION AT ROANOKE, VA. 


Senator Ropertson. 1 would like to ask one question there, Mr. 
Chandler. 1 received a letter the other day from a very fine referee 
n bankruptcy in Roanoke. Will the amount carried in the bill as 
withorized by the House, with that restoration be sufficient to take 
care of these referees like they are supposed to be taken care of / 

Mr. CHANDLER. It will not take care of the change in the arrange- 
ment at Roanoke, Senator, for the reason that that was approved by 
the Judicial Conference only at a meeting held 2 or 3 days ago. We 
expect to ask for money for that in the next supplemental estimate 
that we present. 

Senator Ronerrson. Of course, I would be glad to take care of a 
situation in Arizona, but I would like to take care of one in Virginia, 
too. 

Mr. Cuanpiter. The action of the Conference in reference to the 
referees that I have mentioned was taken last September. 

Senator Ropertson. Well, do I have your assurance that you plan to 
do what you can to take care of it ? 

Mr. CHANDLER. You do, sir. 

Senator Roperrson. And I can so inform the referee in Roanoke? 

Mr. CHANDLER. Yes, sir. 

Mr. Brown. It will cost about $2,000 more this fiscal year to effect 
the changes recently approved by the Judicial Conference and we 
plan to come in with a request for that amount in the next supple- 
mental. However if the committee sees fit to add it at this time, it 
will save us a trip back here. 
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Senator Roprrtson. We have a good referee down there and | 
w nite’ him to be taken care of. 

Mr. Cuanpier. I know you have. The Bankruptcy Division of 
our Office studied that very « carefully, and we provided for a change 
in arrangements which I think is entirely satisfactory to him. Mp 
Brown ha is stated the fiscal situation. 

Senator Ropertson. With that assurance I am ready to proceed, 
Mr. Chairman. 

ADDITIONAL AMOUNT REQUIRED 


Chairman Haypen. Very well. What would it cost to make this 
additional provision ¢ 

Mr. Brown. It would be $2,000, Mr. Chairman, and as I say, jf 
you put it in now, it will save us a trip back. 

Senator Ropertson. We can put it in here now. 

Mr. Brown. We could not get it through the Bureau of the Budget 
in time to have it over here before you for ‘this hearing. 

Senator Ropertson. Does not that indicate that we have the privilege 
of taking care of that ? 

Chairman Haypen. The Senate is supposed to be able to provide 
for emergencies. 

Mr. Brown. This matter arose too late to be presented in the House 
and we did not have the time to get it formally before you here. 

Senator Ronertson. Let me ask you, if you were sitting in our seats 
and knowing that this has been approved and knowing this money 
was needed, would you put this extra $2,000 in there ? 


AMENDMENT SUGGESTED 


Mr. Brown. Absolutely. All that would be required of the com- 
mittee is to amend the House bill, page 21, line 22 by striking the sum 
$6,375 and inserting $8,375. 

(The suggested amendment follows :) 


Changes in salaries and arrangements for referee: in bankruptey authorized by the 
judicial conference of the United States at its meeting held in March 1956 


Former New Annual 


: Nature of actior 
salary | salary increase Nature of actl 


Loeation 


Georgia, sonth— Referee McDuffee $4, 500 $6, 000 $1, 500 | Increase in salary 

Nevada —Referee Mowbray 4, 000 6 000 2, 000 Do. 

Virginia, western— Roanoke position _--} 6,000 | 10,0000 4,000 | Increased from part-time to { 

time position due to consolid 
tion with part of territory 
former!y embodied in Staunt 

| | jurisdiction. 

Lynchburg position | 5.3 i. § Increase in salary due to & 
solidation with part of territor 
formerly embodied in Staunt 
jurisdiction. 

Annual increase z alee +8, 000 

Amount required for final quarter of Se ees td 2, 000 

fiscal year 1956 for which additional 
supplemental funds are required. 


Senator Rosertson. Thank you. 


Mr. Cuanpter. It will avoid making up another estimate, of course. 





vu 
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TRAVEL OF JUDICIAL PERSONNEL 

Chairman Haypen. The next item concerns $225,000 for travel of 
judicial personnel. ‘The justification will be filed in the record. 

(The justification referred to follows :) 


HOUSE REPORT 


“The bill includes language authorizing the transfer of $225,000 from the appro- 
priation ‘Fees of jurors and commissioners’ fiscal year 1956 to the item, “Travel 
and miscellaneous expenses’. This is to provide for increased travel costs of 
indicial personnel resulting from the authorized higher rates for mileage and per 
diem pursuant to the act of July 28, 1955 (public Law 189) .” 


JUSTIFLCATION 


‘The authority requested herein to augment the amount of the annual appropri- 
ition for travel and miscellaneous expenses of the United States courts for the 
fiscal year 1956 is to provide for the increased cost of travel of judicial personnel 
in the current year due to the higher rates authorized for mileage for use of 
privately owned automobiles for all officers and employees of the United States 
courts and the increase approved in the per diem in lieu of subsistence for the 
supporting personnel of the courts. The higher rates for mileage and subsistence 
were authorized pursuant to the act of July 28, 1955 (Public Law 189, 84th 
Cong.) and became effective on August 1, 1955. Public Law 189 was enacted 
fier the annual appropriation act for the judiciary for 1956 so that no funds 
for implementing the act of July 28, 1955 (Public Law 189) have been provided 
for the current year. 

It is estimated that travel costs during the fiscal year 1956 will increase 
by approximately $225,000 as the result of the higher allowances for mileage 
and per diem in lieu of subsistence under the recent act. An analysis of the 
payments on account of official travel performed prior to the recent rate in- 
creases Showed that almost 380 percent of the total amount expended for travel 
was for mileage for use of privately owned automobiles and that about 4314 
percent of the total was attributable to per diems in lieu of subsistence of 
United States court personnel except for judges. 

The amount provided for official travel of the courts of appeals and district 
courts in 1956 is $900,000, Of this amount it is estimated $270,000 or 30 percent 
s allocable to mileage of privately owned automobiles, $390,000 or 4314 percent is 
allocable to per diem in lieu of subsistence, and the remainder of $240,000 or 
262 percent is for payments to common carriers, payments to judges for main- 
tenance allowances and payments of miscellaneous expenses of travel such as 
taxi fares, bus and streetcar fares and other minor travel items. The recent 
statute permitted agencies of the Government to prescribe an increase in the 
allowance for the use of privately owned automobiles from 7 to 10 cents a mile 
ind in the per diem allowance for subsistence in official travel from $9 to $12. 
It was considered that the increases permitted were necessary in justice to the 
court personnel and they were authorized effective August 1, 1955. The increase 
in mileage rates applied to all court personnel including judges. The increase 
in the subsistence rates applied only to the supporting personnel of the courts 
and not to judges whose reimbursement for subsistence expenses is governed 
by section 456 of title 28 of the United States Code. 


Distribution of cost estimate 


Percentage 
increase due 
to higher 
rates 


Currently 
available 
| for travel 


Annual 
increase 
in cost 


ipplicable to automobile mileage (30 percent) $270, 000 $115, 750 
applicable to per diem in lieu of subsistence (4314 
percent : | 390, 000 | 33. 33 | 130, 000 
mount applicable to maintenance allowances of judges, | 
travel by common carrier and other travel costs (263% per- | 


t 
mount 
unt 


cent 240, 000 sin 
‘Total ; BE. gl actkoogs 900, 000 245, 751 
roportion of additional cost to be incurred during 11 months | 
of fiscal year 1956_- Sveniein as EIR a bavi nse ; X92 





Additional amount needed for 1056..................-...].............. an J 1 226, 110 





' Round to $225,000, 
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It is recommended that provision for the higher costs for travel in 1956 be 
made by the inclusion in the next supplemental appropriation act of language 
authorizing the transfer of $225,000 of the amount appropriated for “Fees of 
jurors and commissioners” for 1956 to the appropriation item “Travel and mis. 
cellaneous expenses, United States courts, 1956.” The costs for juries and the 
fees of United States commissioners are running substantially below the esti. 
mated amounts for which provision is made in 1956. Present indications are 
that a considerable portion of that appropriation for the current year will not 
be needed for the purposes originally intended. It is reasonably certain there. 
fore that the prospective balance in the funds for jurors and commissioners wi] 
be ample to permit the transfer of funds recommended herein. 


INCREASE IN SUBSISTENCE AND TRAVEL RATE 


Chairman Haypen. All right, Mr. Chandler, give us a brief ex. 
planation for the additional sum. 

Mr. Cuanpter. That is to defray the higher costs of the travel of 
judges and supporting personnel of the courts, due to an increase in 
the subsistence rate authorized for the supporting personnel under the 
amendment to the Travel Expense Act of 1949 and an increase in the 
mileage rate for the use of privately owned automobiles in official 
travel by both judges and supporting personnel. The added cost is 
estimated at $225,000 for this fiscal year. 

Senator SALronsTautL. It was Public Law 189 when passed last 
July. 

Mr. Brown. That is correct. I might say, Mr. Chairman, that this 
does not represent any new money. It is a request for an authoriza- 
tion to transfer funds from the appropriation “Fees of jurors and 
commissioners, United States courts” to this item. We can take care 
of this by a transfer of funds. 

Chairman Haypen. All right. Are there any further questions? 
If not, we thank you for your appearance. 


DEPARTMENT OF JUSTICE 
LeGAu ACTIVITIES AND GENERAL ADMINISTRATION 


STATEMENT OF S. A. ANDRETTA, ADMINISTRATIVE ASSISTANT 
ATTORNEY GENERAL, DEPARTMENT OF JUSTICE 


HOUSE ACTION 


Chairman Haypen. The committee will hear representatives from 
the Department of Justice on four items requested in supplemental 
estimate, House Document 330. The House allowed $1,564,000 of the 
$1,826,000 requested for the items, or a reduction of $262,000 which | 
understand the Department does not request reconsideration. 


SALARIES AND EXPENSES 


All right, Mr. Andretta, will you give us a brief summation of the 
first item for which the House allowed $500,000 of the estimate of 
$550,000, requested for salaries and expenses, “General legal activi 
ties” ? 
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JUSTIFICATION 


Before you proceed I will place in the record the justification sub- 
mitted in support of the request, and House report comments. 
(The justification referred to follows :) 


HOUSE REPORT 


“The bill includes $500,000 for this item, a reduction of $50,000 in the amount 
of the budget estimate. Of the amount allowed, $470,000 is to cover costs of the 
general Classified salary increases granted by the act of June 28, 1955 (Public 
Law 94) and $30,000 is to cover salary increases granted the Assistant Attorneys 
General and the Solicitor General by the act of March 2, 1955 (Public Law 9).” 


JUSTIFICATION 


A supplemental appropriation in the amount of $550,000 is required for the 
current fiscal year; $500,000 to meet increased pay costs, and $50,000 for the 
defense of Indian claims cases. 


Increased pay costs 


Public Law 9 provided salary increases for the Solicitor General and six As- 
sistant Attorneys General amounting to $30,000. Salary increases were also 
authorized under Public Law 94 for which $470,000 is requested. 


Program request, Lands Division 


The $50,000 program supplemental requested for the Lands Division is needed 
because the Supreme Court on October 10, 1955, denied a petition of certiorari in 
the Otoe and Missouria Indian Claims case. It was anticipated that if the 
Government won the Otoe and Missouria case it would be possible to dispose of 
a large number of the Indian claims cases on proceedings of summary nature, 
such as motions to dismiss or motions for summary judgment. It is estimated 
that 249 of the 396 cases now pending before, or on appeal from the Indian 
Claims Commission, involve claims of “Indian title” in one or more of their 
causes of action. In the 249 cases, the tribes claim compensation related to 
their “original Indian title’ to more than 1,300 million acres. This may be 
compared to the grand total of 1,905 million acres in all of the continental 
United States. 

The immediate impact of the denial of review in the Otoe and Missouria case 
is that we will be forced to proceed with the preparation and trial of all of the 
“Indian title” cases on the merits. The entire $50,000 will be used for the con- 
tract employment of anthropologists, ethnologists, and high-grade appraisers to 
determine the areas occupied by the Indians and the value of the land as of the 
date the alleged cause of action arose. 


PAY RAISE COSTS 


Mr. Anpretra. I suppose you do not want me to address myself 
to the pay-raise money because that is self-explanatory. If you want, 
I can put a statement in showing what the gross cost is; the amount 
we absorbed and the money the House appropriated. I will be very 
glad to put that in the record, if you like. 

Chairman Haypen. If you will do that, that will be fine. 
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Mr. Anprerra. The other items have to do with program supple- 
mentals. 

Senator Dirksen. Why do you not put a table in the record and tha; 
will show us attorneys and assistants and others, and what the pe; 
increase is as a result of the pay increase ? 

Mr. Anprerra. I will be glad todo that. 

(The table referred to follows:) 

Increased pay costs, 1956 Program 


Appropriation } Esti- | 


| mated Amount Budget 


H.R. | Budget | 
| absorbed estimate 10004 


esti- 
mate 


cost 


General administration ; $173, 000 $173,000! $173,000 
General legal activities 614, 000 000 500, 000 500, 000 000 
Antitrivst Division 214, 000 : 214, 000 214, 000 000. $150, 000 
United States attorneys and marshals 634, 000 75,000' 559,000) 559, 000 
Fees and expenses of witnesses | 
Claims of persons of Japanese ances- 

try 2, 000 2 12, 000 12,000 700,000 588,000 112. 0% 
Federal Bureau of Investigation 5, 100 100, 5, 826,000) 5, 826, 000 
Immigration and Naturalization 

Service 2,650,000 655,000, 1,995,000) 1, 995, 000 
Bureau of Prisons .-| 1, 585,000! 200,000) 1, 335,000) 1, 335, 000 


, 000 100,000 100. nnn 


Total appropriated : , 658, 100, 1, 044, 100 614, 000) 10, 614, 000 1, 000 838 


Office of Alien Property ‘ 82.000) 182, 000 
Federal Prison Industries, In a 53, 000 38, CC 5, 000 5, 000 


Total limitations aa 235,000) 220, 000 5, 000 5, 000 


Grand total_ ----------/11, 893, 100) 1, 264, 100; 10, 000. 10, 629, 000.1, 100,000 838,000. 262, 000 


Mr. Anpretra. The first item which ts for general legal activities, 
Senator, covers both pay-increase money which the House allowed, 
and then $50,000 was included in the estimate before the House for 
the Lands Division which has to do with Indian claims. Mr. Morton 
is here and I think that he probably would want to get into that mat- 
ter with you gentlemen. 

Chairman Haypen. I think we want to go into that with a litt 
more detail. I think we can discuss Indian claims last. 


ANTITRUST DIVISION 
SALARIES AND EXPENSES 


Chairman Haypen. The next item for consideration concerns sal- 
aries and expenses of the Antitrust Division, and for which the House 
allowed the full budget estimate of $364,000. The justification data 
and House comments on the item will be placed in the record at this 
point. 

JUSTIFICATION 


All right, Mr. Andretta, could we have a brief explanation of the 


estimate ? 
(The information referred to follows :) 


HOUSE REPORT 


“The Committee recommends allowance of the full amount of the budget 
estimate, $364,000, for the Antitrust Division. Of this amount, $209,000 is to 
cover costs of the general classified salary increases granted by the act of June 25, 
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8 (Public Law 94) ; $5,000 is to cover the salary increase granted the Assist- 
Attorney General by the act of March 2, 1955 (Public Law 9); and $150,000 
is to provide for activities resulting from legislation enacted subsequent to the 
enactinent of the regular 1956 Department of Justice Appropriation Act, prin- 
cipal lly Public Law 1387 amending the Clayton Act and for litigation in behalf 
f the International Cooperation Administration against several major oil com- 
panies involving approximately $100,000,000 in overcharges on Government- 
fi | shipments of crude oil from the Arabian Peninsula.” 


JUSTIFICATION 


, supplemental appropriation in the amount of $364,000 is required for the 
eurrent fiscal year; $214,000 to meet increased pay costs and $150,000 to meet 
responsibilities imposed by new legislation. 


Increased pay costs 


Public Law 9 authorized a salary increase for the Assistant Attorney General 

the amount of $5,000. Other salary increases were authorized under Public 
Law 94 in the amount of $209,000. 

Program request 

fhis Division will need an additional $150,000 for the current fiscal year 
heeatise of new responsibilities as follows: 

Public Law 185, S4th Congress, Ist session, a joint resolution consenting 

interstate compact to conserve oil and gas which requires the Attorney 

General to report annually whether or not the activities of the States under the 
provisions Of the compact have been consistent with the purpose as set out in 
arte le V. 

2 Legislation enacted by the S4th Congress requires under the— 

(a) Defense Production Act, a survey and report at least once every 3 
months beginning November 9, 1955, for the purpose of determining any fac- 

irs Which may tend to eliminate competition, create or strengthen monopo- 
ies, injure small business, or otherwise permit undue concentration of eco- 
nomic power in the course of the administration of this act. 

(b) Small Business Act, section 5 of the enrolled bill amending the Small 
Business Act of 1953, directs the Attorney General to make similar surveys 
and reports relative to the activities of the Small Business Administration. 
The reports are nade whenever the Attorney General deems desirable. 

(c) Senate Report No. 117, 84th Congress, accompanying Senate Resolu- 
tion 76, provides that there be a report to the Congress each year for 10 years 
relative to the competition, or lack of competition, existing in the synthetic- 
rubber industry. 

(d). Publie Law 137, amending section 4 of the Clayton Act, grants a 
right of action to the United States to recover damages for injuries incurred 
in its proprietary capacity as a result of violations of the antitrust laws. 
The act went into effect January 7, 1956, and requires considerable prelimi- 
nary work on procedures and policy. 

Additional funds are also required for litigation in behalf of the International 
Cooperation Administration against several major American oil companies 
involving approximately $100 million in overcharges as Government-financed 
shipments of crude oil from the Arabian Peninsula. 


ADDITIONAL DUTIES IMPOSED 


Senator Bripers. What is the reason for that increase in the Anti- 
trust Division? Are you expanding your work? 

Mr. Anpretra. It is all due to legislation that the Congress passed 
in the last session. 

Senator Brinces. Which gave you specifically more duties? 

Mr. Anpretra. Specifically to a certain reports and studies 


and to report their findings to the Congress periodically. 
Senator Bringrs. It has nothing to do with additional cases? 
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Mr. Anpretta. It has nothing to do with additional cases. t js 
just additional duties that have*been imposed on the Antitrust Diyj. 
sion by the Congress. 

Senator Brinces. What is accomplished by it? What were these 
additional duties? - 

Mr. Anpretra. Public Law 185 requires that the Attorney Gep. 
eral report annually whether the conditions under the interstate oj] 
compact have been consistent with the provisions under article 5 
Under the Defense Production Act, a survey and report at least every 
3 months are required beginning November 9, 1955, for the purpos 
of determining any factors which tend to eliminate competition, create 
or strengthen monopolies, injure small business, or otherwise permit 
undue concentration of economic power in the course of the adminis. 
tration of that act. 


SMALL BUSINESS SURVEY 


Then, the Small Business Act was amended, which directs the 
Attorney General to make similar surveys and reports relative to 
the activities of the Small Business Administration. 

Senator Bripces. Whom do you make those reports to? 

Mr. Anpretra. To the Congress. 

Senator Briners. But to whom in the Congress? 

Mr. Anpretta. I would presume we address them to the President 
of the Senate and the Speaker of the House, like any other reports 
to the Congress. 

Senator Brinces. What I am getting at is that I have been told that 
the Members of Congress generally do not see them, and for that 
reason they are useless. I am just trying to find out that portion 
of it. 

Mr. Anpretra. That is the usual form that reports come over in. 

Senator Brinces. You just know that you submit them according 
to law. 

Mr. Anpretta. Yes, sir. 

Senator Brivces. And you do not know who they go to? 

Mr. Anpretta. I do not know what they do with them over here, sir, 
Judge Barnes can answer that. 


LABOR-UNION ACTIVITIES 


Senator Roperrson. I would like to ask a question that might be put 
in this report when it is submitted. In view of the fact that the Su- 
preme Court indicates that it attaches no importance to the doctrine 
of stare decisis, why does not the Antitrust Division of the Department 
of Justice ask the Supreme Court to take another look at the decisioi 
affecting the LaGuardia Act amendments to the antitrust laws, whic 
holds that the act has no bearing whatever on anything that a labor 
union does? 

Mr. Anprerra. I cannot answer that. TI had planned to have Judge 
Barnes over here, the head of the Antitrust Division, but he was 
scheduled after Mr. Morton, of the Lands Division. If you would 
like, I can get him over here right away. 

Senator Rorrrrson. All of the debates in Congress and all of the 
opinions of lawyers who know anything about the situation were very 
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definitely of the opinion that in that decision the Supreme Court just 
went definitely off base. 

Now that they show that they do not feel bound by previous deci- 
sions, I do not see why the Antitrust Division does not ask them to take 
another look at it. 

Chairman Haypen. When Judge Barnes comes before us we can 
take that up. 

Senator Rie I would like to have the staff find out where these 
reports go when they come up here. We appropriate money for these 
reports but never see what isin them. I would like to have the staff 
look into this matter and let us know who receives them. 


ANTITRUST PROSECUTION AGAINST CIGARETTE COMPANIES 


Senator Roperrson. Mr. Chairman, when Ed Miller was handling 
the antitrust prosecution against the Big Four cigarette companies, 
the president of the circuit court of appeals before whom he argued 
that case stated it was the most brilliant presentation of a case that he 
had ever heard. The decision of the court was so well buttressed in 
facts and law that they could not get certiorari to take it any further. 
The Department of Justice won a great legal victory, and, as far as we 
know, that was the end of it. It was not long until the Big Four were 
just giving the small independent producers the same thing they had 
received before. 

We would like to know when they win a decision, it is not too often, 
and with all due deference they do win some of these antitrust cases, 
but what do they do after they win the decision ¢ 

Is it possible to have some followup some time on these antitrust’ 
cases, so that after you get a decision we know what is done to actually 
implement it ? 

Mr. ANpretra. Judge Barnes will be over here in a minute and he 
will be able to answer that question. 

Senator Bripces. Supplemental appropriations are not too popular 
with the taxpaying public and rightly so. However, if reports are 
compiled on these cases I don’t believe it is asking too much that they 
be made available to this committee so that we will be able to see 
what progress, if any, is being made. By receiving these reports we 
will be in a better position to ascertain who makes use of them. 

Mr. Anpretra. We are not too happy about having to do this 
work, but the Congress issued a mandate and we have to do it and 
provide you with the information. That is going to cost money, as you 
can see. But Judge Barnes, when he gets here, will be able to tell 
you about that. 

Senator Brinces. That is fine. 


ICA CASES 


Senator Dirksen. I want to say a word about those ICA cases you 
have. Will you put a little statement in the record about that ? 

Mr. Anprerra. Judge Barnes will talk about that, too. 

Senator Dirksen. How did those get over into Antitrust Division ? 
_ Mr. Anprerra. Because they involve some of the same issues exist- 
ing in our oil cartel antitrust case against the same defendants. 





450 SECOND SUPPLEMENTAL APPROPRIATION BILL, 1956 


FEES AND EXPENSES OF WITNESSES 


Chairman Haypen. We will take up the next item which inyolyes 
fees and expenses of witnesses. The House allowed $100,000 of ¢}, 
° + ; the 
$200,000 estimate requested. 

[ will place the justification in at this point, and Mr. Andretta, wj}] 
you give us a summation of it? 

(The justification referred to follows :) 


HOUSE REPORT 


“There is included in the bill an additional $100,000 for the payment of fees 
and expenses of witnesses, a reduction of $100,000 in the amount requested in the 
budget estimate. This reduction is recommended in view of testimony to the 
effect that expenditures for this purpose so far in this fiscal year are less than 
they were for the comparable period last year.” 


JUSTIFICATION 


It is estimated that $200,000 will be required for this appropriation in addition 
to $1,350,000 currently available, a total of $1,550,000 for the current fiscal year, 
The 1957 estimate pending before the Congress is $1,600,000. 


Language change 


A request is made to increase the limitation for expert witnesses under this 
appropriation from $175,000 to $250,000. As of February 7, 1956, obligations 
chargeable to this limitation amounted to $115,027, or a balance of approxi- 
mately $60,000 for the remainder of this final year. 

The increase for expert witness fees is the result of (1) increase in the number 
of tort cases requiring medical testimony; (2) income-tax cases brought on a 
net-worth basis requiring expert testimony; and (3) an apparent countrywide 
demand for higher fees on the part of prospective expert witnesses. 


General statement 


This appropriation provides funds for the payment of fees to witnesses ap- 
pearing in United States courts and also compensation and expenses to special 
witnesses and informants that are authorized by the Attorney General. 

The Department is able to exercise only limited control of obligations incurred 
against this appropriation, since it has no control of the volume of work handled 
by the United States courts. 

This estimate is based upon an average monthly obligation of $136,400, 
January through June, representing the average monthly obligation incurred 
for the second quarter of the current fiscal year. To this is added an additional 
$104,467 to meet the requirements of an accelerated program for reducing back- 
logs. Actual obligations as of December 31, 1955 were $627,133. 


Distribution of estimate 


Presently Revised Differenc 
available estimate Increase |+ 
| 19: val : : or tie- 


oOcR ons, 
1956 1956 | crenge (- 


Per diem of witnesses = ; $336, 100 $371, 900 
Per diem in lieu of subsistence ; 150, 400 166, 400 | 
Mileage * na 659, 200 729, 300 | 
Expenses (Government employees) ; ‘ 29, 300 32, 40) | 
Expert witnesses_... ’ a 175, 000 250, 000 | 


i NG erin noses oun hous : 1, 350, 000 1, 550, 000 +200, OM 


LIMITATIONS ON WITNESSES’ FEES 


Mr. Anpretra. We made the best estimate that we could and the 
House in its own wisdom decided that we could probably get along 
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ith $100,000 less, and I think that they are probably right. But 
in discussing this I would like to raise one matter that is before the 
House now and was before them in this supplemental request. That 
jas to do with raising the limitation for special and expert witnesses. 

When I appeared before the House there was not any urgency about 
it for this year, and we do have it in the 1957 estimate. However, 
since that time, we have had a flurry of activity particularly for 
sme foreign witnesses. I have before me now requests for 51 wit- 
nesses from various foreign countries. 

That will entail an expenditure of some $40,000. 

Obligations as of March 1, were about $156,000 of the $175,000 for 
expert witnesses. If we have to use $40,000 of the money for these 
witnesses from foreign countries we will be over that limitation. It 
is not that we need more money, but must have the limitation raised 
sothat we will come within the legal limitation. 

Senator Dirksen. You did not ask for any language in the bill. 

Mr. Anprerra. We did in the House document but they did not 
allow it. 

Senator Dirksen. But the budget print does not have any lan- 
guage in it. 

Mr. Anprerra. I think that it does, sir. The printed copy of the 
bill here does not. But in the document that went over from the 
President, there was some amending language in there. 

Chairman Haypen. It is your suggestion that this committee raise 
this limitation ? 

Mr. Anprerra. I would like it; yes, sir. 

Chairman Haypren. To what extent ? 


AMENDMENT SUGGESTED 


Mr. Anprerra. I would like to raise it for this year, at least, up 
to $200,000. Next year, it is in there for $250,000, but we would not 
need over the $200,000 this year. 

Chairman Haypen. To play safe you think that you ought to have 
alimitation of $200,000 ? 

Mr. Anprerra. Yes, sir. 

Senator Dirksen. Is that limitation of $200,000 going to cut you 
short ? 

Mr. Anprerra. Not this year. We can get along on $200,000 this 
year, and $250,000 next year on an annual basis. 

ronan Haypen. For this present fiscal year, the provision 
reads- 


In lieu of subsistence as authorized by law not to exceed $175,000— 


and would like to have that figure raised to $200,000. 

Senator Dirksen. And it was suggested $250,000 for next year. 

Mr. Anprerra. That will be before you in the regular bill, 1 hope. 
_ Senator Dirksen. It does not make any difference whether it goes 
in here or in the regular bill ? 
_ Mr. Anprerra. Except the limitations are carried from year to year 
in the bill, so that whatever we do for this present fiscal year would 
hot affect next year. 

Senator Dirksen. You can make no expenditures out of that fund 
except for witnesses and informants ? 

Mr. Anprerra. That is all. 
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CLAIMS OF PERSONS OF JAPANESE ANCESTRY 


Chairman Haypen. There is one more item that we will look at, ang 
that is salaries and expenses, claims of persons of Japanese ancestry, 
for which the House allowed $600,000 of the $712,000 estimate. ; 

The record will show at this point the justification filed in support 

of the estimate, together with the comments of the House committee, 

(The justification referred to follows :) 


HOUSE REPORT 


“The committee recommends $600,000 for this item, of which $12,000 is fo, 
the payment of costs of increased salary rates granted by the act of June 28, 1955 
{Public Law 94) and $588,000 for the payment of claims already adjudicated or 
expected to be adjudicated during the remainder of the current fiscal year. This 
is considered ample to pay the number of claims which have been or will tp 
adjudicated during the present fiscal year.” 


JUSTIFICATION 


A supplemental appropriation in the amount of $712,000 is required for the 
current fiscal year; $12,000 to cover increased pay costs under Public Law 4 
and $700,000 for the payment of awards. 

Program request, payment of awards 


It is estimated that $700,000 will be needed for payment of awards during the 
current fiscal year. The 1956 appropriation contained no funds from which to 
pay awards made to claimants, since it was determined that it would be more 
practicable to request a supplemental appropriation for this purpose when the 
amount required could be more definitely established. 

Pursuant to the provisions of Public Law 886, 80th Congress, 2d session, as 
amended, the Attorney General is authorized to adjudicate, compromise, and 
pay loss or damage claims, up to $2,500 each, of those persons of Japanese ancestry 
who were evacuated or excluded from the Pacific coast area of the United States, 
Hawaii, and Alaska during World War II, pursuant to Presidential orders. 

From July 1, 1955, through January 31, 1956, 120 claims were awarded in the 
amount of $309,910. It is estimated that 168 additional awards will be made 
by June 30, 1956, amounting to $390,090, an average cost approximating $230 
each. Based upon this projection, there will be a balance of 1,793 claims as of 
June 30, 1956. Total amount involved in claims on hand on January 31, 1956, 
was $53,506,544. 

HOUSE ACTION 


Mr. Anpretra. The House just used their wisdom again in what 
they though we would need to settle these claims. We gave them 
definite figure, which appears in the testimony of the amount of Japa 
nese claims that have already been adjudicated. Then, we gave them 
some figures of what we estimated would be required for the balance 
of this fiscal year. I think that we will be able to get along all right 
with what the House gave us. 

Senator Ropertson. As a matter of fact, the total claims that were 
presented far exceeded anything you contemplated allowing; is that 
not true? 

Mr. Anpretra. We are asking for money to pay only those that we 
have settled under the $2,500 limitation. 

Chairman Haypen. You have been fortunate in the settlements. 

Mr. Anpretra. Yes, sir. 

Senator Rozertson. I have seen some statement that these Japanes 
claims have picked up to some extent. I would think, Mr. Chairmat, 
that certainly when we review them and establish justice and legality 
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of it beyond a question, we should appropriate enough cash for it. 
. you think that the House gave you enough ¢ 

Mr. ANpretra. Yes, sir. 

Senator Brivers. I think that Senator Dirksen wanted to ask a 
question about that later. 

Senator Ropserrson. These Japanese Americans made some of the 
best soldiers that we had. 

Chairman Haypen. We might come back to that later. If Mr. 
Morton is here we will hear him at this time. 


InpIAN CLAIMS 


STATEMENT OF PERRY W. MORTON, ASSISTANT ATTORNEY GEN- 
ERAL, LANDS DIVISION, DEPARTMENT OF JUSTICE, ACCOM- 
PANIED BY RALPH A. BARNEY, CHIEF OF THE INDIAN CLAIMS 
SECTION OF THE LANDS DIVISION; AND J. EDWARD WILLIAMS, 
FIRST ASSISTANT TO THE ASSISTANT ATTORNEY GENERAL, 
LANDS DIVISION, DEPARTMENT OF JUSTICE 


OTOE AND MISSOURIA CASE 


Chairman Haypren. I have asked Mr. Morton, the Assistant Attor- 
ney General in charge of the Lands Division of the Department of 
Justice, to present a statement on the matter of Indian claims as a 
result of a recent decision in the Otoe and Missouria case. I do not 
know of any field of legislation that is more complicated than Indian 
claims. 

While in the House I served for 15 years on the Indian Affairs Com- 
mittee, and I had a great deal of experience with these claims. I 
would like to briefly call the committee’s attention to the claim of 
the Ute Indians. These claims were not brought under the Indian 
Claims Commission Act, but were prosecuted under a special juris- 
iction act passed by Congress in 1938. I do think that it is pertinent 
to this discussion as an example of what can happen under Indian 
claims legislation. 

The reports of both the House and Senate committees included a 
letter to the chairman of the House Committee on Indian Affairs from 
the Acting Secretary of the Interior in which he stated: 

Should the legislation be approved and the Indians authorized to submit their 


claims to the Court of Claims, it is believed that not more than $1,200,000 would 
be asserted in the petition although the exact amount cannot now be definitely 


stated. 

Now, let us look at what happened. An amendment was adopted 
ou the floor of the Senate, and agreed to by the House, which prevented 
the lands of “range 35 and north i in Color: ado” from ever reverting to 
the former owners, who were the various Ute bands. At no time was 

he Senate adv ised that this amendment would increase the cost of 
this legislation, and I must say that I am sure that the Senator who 
sponsored the amendment, Senator Adams of Colorado, an ardent 
alvocate of economy as we all know, had no idea that it would. 
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JUST COMPENSATION RULING 


The courts held that this amendment constituted a “legislative tak. 

ing” for which the Indians were entitled to just compensation. The 
result was judgments amounting to $31,142,521.44, as compared to 
the departmental estimate of $1,200,000. 

In other words, the value of the land was taken as of 1938, at the 
time the amendment was adopted. 

As I understand this recent decision in the Otoe and Missouria ease. 
we now find ourselves with a somewhat comparable situation, with one 
exception—the amount of money involved is likely to be very imuel 
greater. 

In this bill—the second supplemental appropriation bill, 1956—tha 
we are considering today there is the sum of $1,156,034.35 to pay the 
judgment that was awarded in the Otoe and Missouria case. 

We have given Mr. Morton a difficult task. In order to obtain ay 
orderly presentation I suggest that the Senators present let him con. 
plete his statement before we question him. 

Mr. Morton, you may proceed. 


SUPPLEMENTAL FOR DEFENDING INDIAN CLAIMS 


Mr. Morron. Mr. Chairman, I thank you for the opportunity to 
be here in specific relation to the request of the lands division for a 

$50,000 supplemental appropriation for the fiscal year 1956. That is 
entirely related to this matter of defending Indian claims, as we are 
charged with the responsibility to do. 

I wonder if I may have the record note at this point that I have with 
me, and I hope to have assist me from time to time, Mr. Ralph A. 
Barney, who is the chief of the Indian claims section of the lands 
division; and also my first assistant, Mr. J. Edward Williams. If | 
get bogged down from my own lack of knowledge of some detail, | 
may ask them for assistance. 

It is my understanding that the House subcommittee has declined 
this $50,000 supplemental request upon the understanding, rather 
widespread among that subcommittee, that an amendment of the 
Indian Claims Commission Act was in prospect. The amendment has 
not so far materialized, and therefore, we are left with the problem in 
its present posture. 

APPRAISAL CONTRACT 


ee 


As to the need for $50,000, that is very easy to justify. For example. 
I have on my desk right now ready for execution one contract, au 
appraisal contract, for $35,000, to appraise 45 million acres, as 
which the Commission has already concluded that the Government is 
liable upon a so-called recognized Indian title basis. $50,000 is 
actually small change when you consider some of the expenses for 
these large-scale appraisals and the very widespread ethnological, 
anthropological, and archeological research projects that enter into 
the defense of these claims. 


LIMITATION ON COUNSEL FEES 


Senator Ronertson. May I ask there, is there a limitation upon 


the fees that counsel can charge the Indians when they present 2 
claim against the Government ? 
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Mr. Morton. The law provides that they may recover not to exceed 
\) percent, but the amount under the 10 percent limit is left to the 
judgment of the Indian Claims Commission, unless the approved 
contract specifies the full 10 percent. 

Now I think it may be helpful, since this whole problem has not 
peen before this committee, particularly in any pinpointed detail, 
in the recent years, to remind ourselves that this whole matter of a 
general Indian claims law had been in the mind of Congress for sev- 
eral years prior to 1946. It was definitely not a partisan matter. 
The general idea was in the platform of both parties in 1940 and it 
was continuously in the process of evolution up until the Indian 
Claims Commission Act was finally adopted in the year 1946. 

It set up a Commission of three members who would receive, con- 
sider, and adjudicate the claims filed by Indian tribes, bands, or iden- 
tifiable groups based upon historic grievances of one sort or another, 
so far as the jurisdictional paragraph of the act, which you will find 
in section 2, and I will distribute copies of it to you in a moment— 
ude those claims in any sense justiciable. 

There have been allegations that the idea was to allow the con- 
jderation of “all claims,” but very obviously that cannot be the 
case when Congress saw fit to spell out in section 2 the specific cate- 
gories that it chose to make justiciable, thereby obviously excluding 
any other categories as being not justiciable. 


INDIAN TITLE 


As I go forward with this statement, I will be dealing with some 
“magic” words, some words of art, and one of those expressions is the 
expression “Indian title.” It is important for us to get a pretty 
firm idea of what that means right at this point. It is wholly different 
from anything which in our usual cone epts of law would amount to 
a fee simple title. In fact, the word “title” is a complete misnomer. 
If | may use what I think is an accurate definition in my own words 

“Indian title” can generally be defined as a right of occupancy through 
aboriginal exe lusive use of a definable area of land, sacred as against 
third parties, but extinguishable at the will of the sovereign with or 
without compensation. 

In using this magic expression “Indian title,” I have no intention 
to distinguish it in any way from equivalent terms which mean for 
all practical purposes the same thing. I hope to avoid even the 
appearance of trying to quibble about the difference of terminology. 

= example, equivalent terms would be “original Indian title,” 

“aboriginal title,” or even such slightly more loose : approximations 
is “immemorial possession.” By the right of discovery, succession, 
or purchase from other sovereigns, the U nited States owned, of cour se, 
the underlying fee, but that underlying fee was subject to this so- 
called Indian title which, as I have noted, could be extinguished at 
the will of the sovereign with or without compensation by any means 
it any time it saw fit. 

Senator Rosertrson. Let me see if I follow you. You say that is 
the real meaning of the language used by Congress. 

Mr. Morton. We will come to the specific ‘language used by Con- 
gressin a few moments. Just now, I am merely defining a term. 

Senator Ropertson. That is the meaning of the term “Indian title”? 

Mr. Morton. Yes; as it has been developed in our legal history. 





456 SECOND SUPPLEMENTAL APPROPRIATION BILL, 1956 


STATEMENT OF HON. JOSEPH C. O’MAHONEY, A UNITED STATps 
SENATOR FROM THE STATE OF WYOMING 


INDIAN TITLE 


Senator O’Manonry. Mr. Chairman, if I may, as an invited fuest at 
this hearing, I might say that I hope that Mr. Morton is not making 
the Appropriations Committee an appellate court from the Supreme 
Court of the United States. The legislative committee having juris. 
diction of the extension of the Indian Claims Commission Act, and 
indeed, of the enactment of that law, has already heard both in the 
Senate and in the House the argument with respect to what Indian 
title is. While I have no desire, Mr. Chairman, of preventing My. 
Morton from proceeding with his argument, I want to call your attep- 
tion to the statement which he has just made in his definition of Indian 
title. In his mind, it is one which is extinguishable at the will of the 
sovereign with or without compensation. Now, that is precisely the 
point which the Congress of the United States, by the creation of the 
Indian Claims Commission, and by the passage of innumerable acts jy 
the past hundred years authorizing Indian tribes to sve the Govern. 
ment for damages for the taking of their land, has repudiated re- 
peatedly. The Congress of the United States has said that in the 
United States we do not want to exercise the arbitrary right of the 
sovereign to extinguish any title without just compensation. 


INDIAN CLAIMS COMMISSION LAW 


Chairman Haypen. I would like to make this point. We have in 
this bill the sum $1,156,034.35 to pay an Indian claim. It is the first 
judgment based upon Indian title under the Indian Claims Commis- 
sion Act. This amounts to the payment of $1,156,000 more than the 
Government agreed to pay under the original treaties. I think that 
it is within the jurisdiction of this committee to hear representatives 
of the Department of Justice as to what they construe the law to be; 
and their estimates of the cost of similar claims. I wanted to get this 
background that the witness is giving. 

Senator O’Manoney. It is essential to get the background and | 
have no objection to it at all, but I think the background cannot be ob- 
tained unless it is understood that when the Indian Claims Commis- 
sion was set up by law it was for the purpose of putting to a definite 
end the filing of Indian claims. 

Chairman Haypen. Now, what I am interested in is what did that 
law that Congress passed provide? That is what I would like to have 
you tell us. 

Senator O’Manonry. To get the background, if you will permit me 
to interrupt again, to get the complete background, it must be under- 
stood by all of the members of the committee that under this law Con- 
gress has put a definite end to the filing of claims. All the claims that 
can ever be made against the Government of the United States for 
damage to Indians by reason of the taking of their lands have already 
been filed under the law. 

Chairman Haypen. That is right. 

Senator Ropertson. I think the witness was going to explain to us 
that Congress used some terms in a loose way, that carries very heavy 
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penalties on the taxpayers if carried out in that way. Now, for in- 
tance, 1 assume that the Seminole and Choctaw Indians once had title 
io Louisiana before the Spanish got title to it. France took title from 
Spain then, and Thomas Jefferson bought Louisiana from Napoleon, 
and he paid 5 cents an acre. 

If they are going to assert title to some of that Louisiana land, they 
might want, if it had oil on it, they might want $1,000 an acre. That 
would be the difference if they could assert a claim. I would like to 
now the real history of this thing, and too, what we are getting into 
i{ we say that they have got to be paid at present values. That i is, 1938 
values against what it was 300 years ago. 

Senator O’Manoney. They do not have to be paid in 1938 values. 

Senator Bripces. I think the committee is entirely proper in going 
into this, and this is a matter in which money is involv ed, and I would 
be interested in the background and whether or not, in the opinion of 
the Government here, the courts have interpreted words that were not 
intended by the Congress. 

Chairman Haypen. That is right. 


TEE-HIT-TON VY. UNITED STATES 


Mr. Morton. Mr. Chairman, if Senator O’Mahoney please, I would 
like to make it clear for the rec ord that I am here not because I have a 
self-interest or a “self starter,” but because I have been invited by 
the committee to appear and explain this. In the second place, I 
should like to read an excerpt from a 1955 decision of the Supreme 
Court of the United States entitled 7’ee-Hit-Ton Indians v. United 
States (348 U. S. 272, 279), that I think completely substantiates the 


definition of Indian title which I have just given. It refers to Indian 
title this way: 


It “* * * means mere possession not specifically recognized as ownership by 
Congress. After conquest they were permitted to occupy portions of territory 
over which they had previously exercised ‘sovereignty,’ as we use that term. 
This is not a property right but amounts to a right of occupancy which the 
sovereign grants and protects against intrusion by third parties but which right 
of occupancy may be terminated and such lands fully disposed of by the 
sovereign itself without any legally enforceable obligation to compensate the 


Indians, 

Now, I think that we should see what was involved in this Tee-Hit- 
Ton case, because it was the springboard for the Government’s defense 
inthe Otoe and Missouria case, to which the chairman has already re- 
ferred. The Tee-Hit-Ton case arose out of the making of a contract 
for the sale of timber in the year 1951 on lands in the Tongass National 
Forest, to which the Tee-Hit-Ton Indians thought they had Indian 
title. The Supreme Court in its holding said that even if they did 
have Indian title it would not be a property right as the word “prop- 
erty’ is used in the fifth amendment and therefore no compensation 
had to be paid for it. 

It must be observed that the Tee-Hit-Ton case, arising as it did sub- 
sequent to the year 1946, had to be predicated upon section 24 of the 
Indian Claims Commission Act as distinguished from section 2. 


EXCERPTS FROM ACT 


I should like at this point of the discussion to offer as a part of my 
remarks, and distribute to the committee, a copy of the material por- 
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tions of section 2 of the Indian Claims Commission Act, and algo , 

copy of what was originally section 24 of the Indian Claims Con. § p' 

mission Act, now codified under the citation of 28 U. S. C +» Section fig re! 

1505. It is as follows: Ind 
(The excerpts referred to follow :) here 


Sec. 2. The Commission shall hear and determine the following claims again. of 3 
the United States on behalf of any Indian tribe, band, or other identifiable ZrO) 
of American Indians residing within the territorial limits of the United States “Ul 
or Alaska; (1) claims in law or equity arising under the Constitution, lays hon 
treaties of the United States, and Executive orders of the President; (2) qj \ 
other claims in law or equity, including those sounding in tort, with respect 
to which the claimant would have been entitled to sue in a court of the Uniteq bott 
States if the United States was subject to suit; (3) claims which would reg; of t 
if the treaties, contracts, and agreements between the claimant and the United 
States were revised on the ground of fraud, duress, unconscionable considers 
tion, mutual or unilateral mistake, whether of law or fact, or any other groyyd 
cognizable by a court of equity; (4) claims arising from the taking by 4| 


the 


United States, whether as the result of a treaty of cession or otherwise, of 


ig 


i 
lands owned or occupied by the claimant without the payment for such lands | 
of compensation agreed to by the claimant; and (5) claims based upon fair ang 9!!! 
honorable dealings that are not recognized by any existing rule of law or equity jul 
No claim accruing after the date of the approval of this Act shall be considere, ind 
by the Commission (60 Stat. 1049 25 U.S. C. A. sec. 70a). a 
whi 
The Court of Claims shall have jurisdiction of any claim against the United | 
States accruing after August 13, 1946, in favor of any tribe, band, or othe “na 
identifiable group of American Indians residing within the territorial limits equ 
of the United States or Alaska whenever such claim is one arising under the dis 
Constitution, laws or treaties of the United States, or Executive orders of the "1 

President, or is one which otherwise would be cognizable in the Court of Claims 
if the claimant were not an Indian tribe, band, or group (28 U. 8. C., see. 1505 9"! 
(originally sec. 24) ). Lc 
: 
JURISDICTIONAL SCOPE OF ACT = 
. . . ire 
Mr. Morron. It will be observed from a careful reading of both J... 
of these sections that section 2 relates to claims which arose prior J... 
to the effective date of the act which was August 13, 1946; whereas ios 
section 24, now title 28 United States Code, section 1505, refers to: 
. ee . ° » ren CO 
claims arising subsequent to the effective date of the act. There | | 
an important difference in the jurisdictional scope of the two para F 
graphs. This part known as section 24 authorized suits in the Cout @ ), 
- Claims, and not the Indian Claims Commission, by Indian tribes, @ 
bands, or identifiable groups on causes of action which otherwis: Hj), 
generally would be good in the hands of non-Indians, a typical ex- a 
ample of which is the t: aking of property contrary to the fifth amend @;, 
ment without just compensation. So that had to be the limit of the 
direct application of the Tee-Hit-Ton case. ‘ 
; , ; $l 

However, we move forward now to the discussion of the Otoe and 
Missouria case, decided by the Court of Claims on an appeal from Hj), 
the Indian Claims Commission, May 3, 1955. The Government sought ),, 
by petition for certiorari to have the decision reviewed by the Supreme Hp’ 


Court of the United States and the petition for certiorari was denied 
at the October term, 1955. ’ 
In the Otoe and Missouria case the Indians had relinquished to the 
United States by a series of early treaties—I believe the years were 
1830, 1833, 1836, and 185 hich they claimed to have Indian 
title. The Government se: paid the considerations agreed upon, Hi 
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precisely in accordance with its treaty obligations, for the lands thus 
relinquished to the Government by ‘the treaties. The claim of the 

Indians in this case was in a series of causes of action, but so far as 
here mi teri: al, the causes of action were based upon clauses 3 and 5 
of section 2, as you have copies of it in your hands. 

| should like to have you note at this point, in clause 3, the expression 
“unconscionable consider: ation,” and in clause 5, the words “fair and 
jonorable.” 

Now, the Government’s defense in the Otoe and Missouria case was 
bottomed in the first place upon the decision of the Supreme Court 
of the United States in the Tee-Hit-Ton case. The first leg of the 
wgument was this: 


PAY FOR INDIAN TITLE A GRATUITY 


Indian title is not property within the purview of the fifth amend- 
went. Therefore, any sum ‘whatsoever which was paid for a relin- 
uishment of Indian title by these early ratified treaties in the Otoe 
nd Missouria case, or in the multitude of other cases like it, was a 
vratuity. ‘There was no legal obligation to pay anything. Therefore, 
when something was paid it constituted an act of grace, 

_Rroonaning from that, we argued that if this be merely an act of 

race, If it be merely a gratuity, it is a legal, logical, moral, and 

equits able impossibility for a gr atuity to be unconscionable, unfair, or 
di honda able. 

The case would have ended at that point were it not for the distine- 

tions Which we now have to discuss in the interpretation of the juris- 
tional paragraph, section 2 

"Ton will obser ve throughout all of clauses 3 and 5 of section 2, as it is 
» your hands, that there are no such words as “Indian title.” There 
we words which have this appearance in clause 4, within the proper 
frame work of clause 4. But that clause, commonly known as the 

‘uiratified treaty” clause, obviously does not apply to cases of the 
type of Otoe and Missouria where the treaties were ratified and the 
considerations were paid. 

Having no basis under the Constitution, therefore, upon which they 
ould recover in the Otoe and Missouria case, the claimants in the 
Otoe and Missouria case had to establish either by the internal exami- 
uation of the act itself or by its legislative history that there must have 
been some kind of an intention on the part of Congress in 1946 to have 
created a statutory liability as distinguished from a constitutional 
liability. Now we have been over this legislative history with what I 
Ielieve j is a pretty fine-toothed comb, It would be a literal iM pos: 
sibility within the patience of this committee to read all of it. 

In my hand is a notebook in which are collected the Senate and 
the House documents which constitute the greater portion of this 
legislative history. I am reasonably acquainted with it, and Mr. 
Barney has read every word of it. I think that I can give you the 
silient points in the view of the Government. 


LEGISLATIVE HISTORY 


It should be noted prelimin: arily that there was a long course, I be- 
lieve over 80 years, of history in this country during whic h Congress 
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passed from time to time various isolated, separate, specific jurisdic. 
tional acts for Indian claims. Memory tells me there was a total of 
about 65 such acts under which somewhat more than 200 individua| 
cases were commenced. Out of the total of all 65 there were only 4 
which used the magic words to which I have referred: “India 
title,” or words of an equivalent nature. In three of them the word 
were “original Indian title,” and those words were used in the Ne 
Perce Act, the Coos Bay Act, and the Alcea Band of Tillamooks 
Act. The equivalent words, “title by immemorial possession,” wer 
used in the Assiniboine Act. 

In three of those cases, recovery was denied because of a failwe 
of the Indians to prove that they had exclusive occupancy of a defip. 
able area of land. They lost their cases on the facts. In the Alee; 
case there was a recovery. It was predicated squarely upon the fact 
that the jurisdictional act had spelled out in so many words the in. 
tention to create a liability to pay for Indian title if the Indians coul 
establish their case. 

Now I think that is very significant because in the prior constructioy 
of other jurisdictional acts, and one example is the Duwamish case, 
the courts had made it very clear that they would not allow recovery 
for Indian title unless the magic words were used. And so 4 out 
of 65 acts used these words. Congress was well acquainted with their 
meaning and usage. The Alcea case was the only one in which there 
was ever a recovery for Indian title and it was bottomed upon the 
express fact that the words had been used in the special jurisdictional 
act. 

This brings me to observe that there is a rule of statutory construe. 
tion that when the sovereign waives its immunity, and when the 
sovereign allows recovery against itself, the provisions of any law 
are to be strictly construed. That is well demonstrated by the cours 
of history which I have just described. 

Congress knew what to say, if it had any intention by the Indian 
Claims Commission Act to create such a liability against the Gov- 
ernment. 

Now this matter of general Indian claims legislation, as I have 
previously mentioned, had been before the Congress for many years 
in various and sundry forms. Some of the early history may cast 
little light on the problem here and there, but it is most important, 
I believe, to look at the immediate genesis of the Indian Claims Com: 
mission Act of 1946. 

The act as finally passed had its most recognizable ancestry in bilk 
which were before the 1st session of the 79th Congress, in the year 
1945. I believe H. R. 1198 is the best example. There were exter 
sive hearings on H. R. 1198, from March to June of the year 194i. 
We have been over it with a careful eye, and we have found nothing 
to suggest the inclusion of recovery for Indian title until the testi 
mony of Mr. Ernest Wilkinson on June 11, 1945, in the Hous 
hearings. 

TESTIMONY OF ERNEST WILKINSON 


At. that point, in discussion before the House committee, Mr. Wil 
kinson said that he had been through the House bill page by page 


Senator Rogerrson. Who was he? 
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Mr. Morton. I should identify Mr. Wilkinson as probably the dean 
of all of the considerable group of lawyers who are counsel to various 
Indian tribes, bands, and identifiable groups. 

Chairman Haypen. He is the counsel who won the Ute case. 

Senator Dirksen. He is identified now with Brigham Young Uni- 
versity, is he not 

Mr. Morron. That is right, but he still maintains his firm connec- 
tion with a firm here in Washington under the name of Wilkinson, 
Cragun, Barker & Hawkins. Mr. Wilkinson is a recognized expert 
inthe field. I think that we will all agree to that. 

Mr. Wilkinson, on June 11, 1945, testifying before the House Com- 
mittee, said he had been through this bill page by page and he sug- 
vested the following; and I am quoting now: 

Then in item 5, on page 2, you have “Claims of whatever nature which 
morally exist though not recoverable by law.” I do not want to criticize that, 
but I want to say candidly in my experience with legislative matters it is 
unwise to use language that vague. I think the different kinds of suits can be 
spelled out without phraseology quite as vague as that, and I think most of them 
are spelled out in the prior provisions of this section, except that I would add 
one more, and the one I would add is this: “Claims arising from the taking by 
the United States without consideration, whether as the result of a treaty, 
cession, or otherwise, of lands occupied or possessed by claimant.” 

Mr. Wilkinson then proceeded : 


Let me give you two examples. 


The examples then given make uaneeeey clear to me, gentle- 
men, and, I think, to any objective observer, precisely what Mr. 
Wilkinson intended, or what he was trying to get Congress to believe 


he was intending, when he suggested this amendment. The exam- 
ples he gave, without reading the next 2 pages, were the 18 unratified 
treaties of California, and the Ute unratified treaty of 1863. That 
was the end of the examples. They were unratified treaties. 

It is perfectly clear that Mr. Wilkinson did not then consider that all 
claims for original Indian title were covered by this suggested amend- 
ment for the very simple reason that the only illustrations he gave 
involved unratified treaties. 

In the House hearings that day it was suggested by a member of 
the House committee that the Department of the Interior undertake a 
redraft of H. R. 1198, to take into consideration the testimony of the 
various witnesses and the comments of the committee members. 


REDRAFT LANGUAGE 


The redraft was presented to the committee on June 14 by Mr. Felix 
Cohen. He is identified as the then Associate Solicitor of the Depart- 
ment of the Interior, related to Indian Affairs. If you will set up 
parallel columns, it becomes very clear that Mr. Cohen had some 
language, yes, which was roughly equivalent in appearance to the 
language which had been suggested by Mr. Wilkinson. But it had 
some significant differences and I want to quote the Cohen language. 
| want to do that for the very reason that the Cohen language, through 
i process of evolution, without the change of a single comma, became 
clause 4 in this jurisdictional paragraph, section 2, that you have in 
your hands, 
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The Cohen language was this: 

Claims arising from the taking by the United States, whether as the result of a 
treaty of cession or otherwise, of lands owned or occupied by the claimant wir 
out the payment for such lands of compensation agreed to by the Claimant 

Now, it has always been our position that this entire clause hangs oy 
the hinge of its last few words. That makes clear that the only re. 
covery intended under this clause, which found its way into the final 
act as clause 4, was in cases that are generally characterized as the 
“unratified treaty” cases where there was some kind of an agreemey 
that the United States did not finally sign but upon the basis of whic! 
the Indians had moved off of land to their own detriment, looking 
forward to the day when the United States would sign the agreement 

and pay them the amount which they had agreed to accept. The hinge 
words are, “compensation agreed to by the claimant. 

Senator Roperrson. May I interrupt there? They had a contrac 
did they not, and the Indi: ans had agreed to it, and the Government 
had taken the land, but had failed to pay / 

Mr. Morron. And for some reason or other, the Congress here had 
not finally ratified it. It got lost along the way somewhere. 

I should emphasize right here again, that the Otoe and Missouria 
case, and all of the many, many cases like it, are not in that category, 
In the decision of the Otoe and Missouria case the Court of Claims 
goes on for quite some distance in squeezing these words, if they are 
the words 
lands owned or occupied by the claimant 


which we do find in clause 4, out of their clause 4 context, so that they 
seep out of clause 4 into clauses 3 and 5. It is a seepage which in my 
judgment is not legally permissible. It was not in the mind of the 
Congress. 

Now, clause 5, as drafted by Mr. Cohen, is now as I have pointed 
out, clause 4 of the act. The important difference to be observed in 
the language suggested by Mr. Wilkinson and that suggested by Mr. 
Cohen was this: Mr. Wilkinson referred to t: akings “without consid: 
eration,” whereas Mr. Cohen, in the language which finally went into 
the act, said that it should apply to such circumstances as occurre( 
without the payment for such land of compensation agreed to by the claimant 


Chairman Haypen. Now, will you go into the matter of the legisla- 
tive history of the ac t? 

Mr. Morton. I can move rather quickly through that. 

Senator Roserrson, When was the present law enacted ? 


ENACTMENT OF PRESENT LAW 


Mr. Morron. August 1946. I will be there in just a moment. When 
you have so much in mind, it is easy to get into too much detail, am | 
I ask your forbearance. 

That was about all that happened to H. R. 1198. There were 10 
further developments until October 25, 1945, aan a substitute bill, 
H. R. 4497, was introduced. That bill is the one which ultimatel 
became the Indian Claims Commission Act. It was very similar to 
some of the final redrafting done on H. R. 1198. It included 6 clauses. 
5 of which are approximately identical to the 5 present clauses 0! 
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ction 2, and 1 of the 6 clauses was dropped out in the further evolu- 
tion of the thing as being not necessary. 


HOUSE REPORT 


The House had some hearings and filed a report on H. R. 4497, 
December 20, 1945. I want to read you a portion of that report. It is 
very mi iter: al. 

Here was a part of the “Analysis of the provisions of the bill” in 
the House report: “The fifth classification,” mind you, this became 
the fourth clause— 


will permit Indian tribes to sue for just compensation for lands taken from them 
under the guise of an unratified treaty or otherwise without compensation. 
There are a number of cases where certain tribes after entering into a treaty 
ceding their lands were asked to move off from the land in question, which they 
did, only to find that while they surrendered their land the United States failed 
to ratify the treaty or pay them compensation therefor. 


The report also included this extremely significant paragraph, and 
when I get into some of the figures involved you will see why this is 
significant : 

A third misconception concerning the financial consequences of general claims 
egislation is the idea that such legislation would require the Federal Govern- 
ment to buy all the land of the United States from the Indians. This is far 
from the fact. Records made available to your committee indicate that about 
%) percent of the land that has been brought under the control of the Federal 
Government from 1776 to the present day has been acquired by open sale and 
igreement from the Indian tribes, It is only the exceptional, rather than the 
hormal, case that presents the situation of land taken by the United States with- 
out compensation fixed by formal agreement. 

Now, that was the House Report 1466, dated December 20, 1945. 
The chronology from there on went in very quick strokes like this: 


SENATE REPORT 


The House passed H. R. 4479, on May 20, 1946, ag it went to the 
Senate. The Senate report, No. 1715, dated July 15, 1946, followed 
some additional testimony that I hope I shall have the opportunity 
to give you, but in general terms the Senate reported out a bill which 
reduced the categories of jurisdiction down to 3 clauses instead of the 
ithat were then in the House bill. They dropped out completely this 
unratified treaty clause, which is now clause 4. The bill, as so changed 
in the Senate, was passed by the Senate in the three-clause form on 
July 17, 1946, and on July 18 the House disagreed and asked for a 
conference and, sliding over some of the parliamentaries, a conference 
was created, 


CONFERENCE REPORT 


Then we come to the very significant document which is the Con- 
ference Report No. 2693 

The conferees, in those dying days of the 79th Congress, had several 
forms of proposed reports presented to them by Mr. Wilkinson. I 
happen to have right here photostatic copies of Mr. Wilkinson’s own 


work, attached as exhibits to his aflidavit in support of his attorney 
fees in the Ute ease, Mr. Chairman. 


74919—56 
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From this it appears that Mr. Wilkinson made numerous sugges. 
tions to the conferees during the preparation of the conference report, 
including language which ‘would have injected the Indian title idea 
into the interpretation of the act. The point I wish to make right 
there is that the conference report as adopted did not include that 
language. The language which he proposed, but which was not 
adopted in the conference report as it went to the Senate, was this: 

The second of these classifications covers. claims arising from the taking by 
the United States of Indian lands, i. e., lands to which tribal claimants haq 
“Indian title” or the “right of occupancy.” Sometimes these lands were takey 
under the guise of unratified treaties, sometimes without any semblance of q 
treaty. The reinsertion of this classification makes it plain that where claimant 
can prove suflicient facts within the language of this classification the Comnis. 
sion has full authority to award proper damages therefor. 

As I said, it has to be concluded from a full reading of the confer- 
ence report as it went to the Senate that it did not adopt this language 
of the proposed Wilkinson draft. The conference report came up on 
the regular calendar call in the Senate on Saturday, July 27, when the 
bill was passed without debate. The Senate adjourned at 5:12 p.m. 
that Saturday. The House conferees had meanwhile received per- 
mission of the House to file the Statement of the House Managers by 
midnight. We know from this same group of exhibits that that House 
managers’ statement was finally finished at 1:55 p. m. that Saturday 
night, and went to the printer. It then became available to the House 
when the House convened on Monday, July 29. The action of the 
House was upon the report of the conferees and the House passed the 
bill on July 29. It was signed by the President of the Senate and 
the Speaker of the House on ) August 2, 1946. 

Now, before I go beyond that point, right now I want to say that 
the Statement of the House man: gers inc luded, without my repetition 
of it in this record, the very same -words which had been suggested by 
Mr. Wilkinson but which had not been included in the conferees’ 
report. Those words were, therefore, not before the Senate when it 
took its final action on the bill on July 27, and they could not possibly 
have been understood as having been included within the intent of 
the conferees in the action by the Senate on Saturday, July 27. 


PROBLEM BEFORE COMMITTEE 


Senator Rosertson. Mr. Chairman, it is very important that this 
full record be made, but unfortunately I have an engagement to speak 
soon after the morning hour and I may not be able to stay here, and | 
am anxious to know what the answer is, and if I could break into this 
very illuminating discussion of legislative history I would like to ask 
two questions. One is, What is the problem that confronts us today; 
and secondly, to show ‘by a discussion of the legislative history that 
that problem ‘should not be before us. In other w words, you never have 
told us what you are going to set out to prove. This is very interest- 
ing. I donot know if I can stay here until you finish, but if you say, 
“We have this problem, such and such a problem, and I am going to 
prove certain things,” then I could have followed you better. 

You have made a very wonderful exposition of this legislative his- 
tory, but could you summarize the problem before I have to leave? 
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Mr. Morron. I will try to come to that right now, Senator. I have 
a very firm conviction in my own mind that the court was wrong. I 
still maintain my personal conviction that Congress never intended 
such a result. 

Senator Rosrertson. Never intended what ? 


RECOVERY BASED ON ORIGINAL INDIAN TITLE 


Mr. Morton. To have a recovery based upon original Indian title 
under clauses 3 and 5 of the act. 

Senator Ropertson. We have that now by the decision of the Su- 
preme Court. =e 

Mr. Morton. By the decision of the Court of Claims. 

Senator Rozertson. Which stuck. 

Mr. Morton. Which the Supreme Court has not, for unkown rea- 
sons, chosen to review. 

Senator Ropertson. What does that open up in the way of claims 
against the Government ? 

Mr. Morton. That is what I am coming to. I have tried to keep 
this on a plane where if a result is wrong, it is just as wrong if $1 
million is involved as if $1 billion is involved. 

Senator Roserrson. I am not going to accuse you of being a nullifi- 
cationist, because that is what I am accused of, but there are times 
when we might say the Supreme Court has made a mistake. 


TOTAL ACREAGE INVOLVED 


Mr. Morton. Here is the problem, and I think we can put it in a 
very few quick words: In May of 1955, when we were preparing the 
exhibits which would go with our brief to the Supreme Court, our 
petition for certiorari, we made a count of the cases which would be 
controlled by the Otoe and Missouria precedent. We found that 
there were 249 of such cases out of the then total of about 396, which 
involved one or more claims based on or arising out of Indian title, 
including those of the Otoe and Missouria type. We made, as best 
we could, a compilation of the number of acres involved in those 
cases—79 out of the 249 cases had to be disregarded because the de- 
scriptions were so indefinite that they were almost unintelligible. 
But out of the remaining balance, we came to a total of 1,320 million 
plus acres. This may be compared to the grand total of 1,900 million 
plus acres in the United States. Now, I would remind you of one 
of the earlier quotes that I used from the House report dated December 
20, 1945, generally to the effect that there was no intention that we 
should have to pay for most of the country over again. 

Senator Rozsertson. Let us get those figures again, because they 
loom up pretty large on the horizon. We are going to agree with 
you that the Supreme Court is not infallible, and we are going to 
agree with you that sometimes the Supreme Court does not realize 
the effect of what it is doing. What is the effect of its decision in 


dollars, if it is carried out like you feel you are going to have to 
carry it out? 





466 SECOND SUPPLEMENTAL APPROPRIATION BILL, 1956 
VALUATION DATES 


Mr. Morron. I wish I could give you even an educated guess of 
how many dollars would be involved. Obviously, there is a wide 
amount of overlapping in these acreages. I have always been the 
first to say so on every occasion that I have had to discuss the subject, 
But you cannot begin to estimate dollars until you know what that 
overlapping amounts to. We have all sorts of controlling valuation 
dates, all of the way from 1800, or earlier, clear on down theoretical], 
as far as 1946. All we have as a guide are the valuation decisions so 
far given under the Indian Claims Commission Act, and only one of 
which, the Otoe and Missouria case, itself, has involved original Indian 
title. But on the reservation cases which have already been decided, 
a sampling of which we now have, the recoveries have ranged all of 
the way from an absolute minimum of 40 cents an acre up to around 
$3 an acre. Now, suppose—and your guess is as good as mine—but 
suppose that it came out Sl an acre. Suppose that vou had 750 million 
net acres involved. You would have a figure of $750 million to talk 
about. 

Senator Rorerrson. And it could be much larger. 

Mr. Morron. That is as near as I can demonstrate. I can say that 
the askings in the petitions are grossly in excess of that, of course: 
and that means th: i the potential liabilities are much higher. 

Chairman Hayprenx. Have you an example of some of those askings/ 

Senator ELLENpDER. I lost the thread of Mr. Morton’s testimony afte: 


he was interrupted by the Senator from Virginia. Let me ask a 


question with respect to the implications of the conference report tht 


was presented to the House, which Mr. Wilkinson had a hand in 
drafting. When the Senate passed upon the conference report, you 
said it did not have before it language which later appeared in the 
House managers’ report. 

Mr. Morron. That is correct. 

Senator Exiuenprer. As I understand the rules, the Senate is not 
bound by a House managers’ report. It isa separate and distinet docu- 
ment. 

Mr. Morron. I appreciate that, but my point was that the drafts 
which had been proposed for the report of the conferees would have 
injected into the conference report precisely the same thing that later 
appeared in the House manager’s statement, but which, by the action 
of the conferees, was not included in the conferees’ report, and was 
never before the Senate. But the point I have been urging, sir, is that 
this language which ultimately did appear in the House managers 
statement had evide ntly been submitted to the conferees for adoption. 
and the conferees did not adopt it. 

Senator EvLenper. It did not appear in the law, did it? That is 
the thing that is important. Maybe I do not understand. 

Mr. Morton. It did not appear in the law. 

Senator Roperrson. He wanted it to appeai 
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senator ELLeNpER. It did not appear. 

Mr. Morven. Perhaps I have overlooked emphasizing this. The 
Court in the Otoe and Missouria case attaches prime significance to 
the interpretation of the law as given in the House managers’ state- 
ment and that was not before the Senate. Nothing like it was before 
the Senate. ; 

Senator O’Manonry. To which report of the House managers are 
you referring / 

Mr. Morron. The original one. 


TOTAL INDIAN CLAIMANTS 


Senator Tuyr. How many Indians are involved as claimants 4 

Mr. Morron. Presumably the total Indian population as members 
of the tribes, bands, or identifiable groups. 

Senator Tuye. You mean throughout the entire United States 

Mr. Morron. Substantially so; yes, sir. 

Senator Dworsuak. And Alaska / 

Mr. Morron. Yes, sir; roughly half a million of them. 

Senator Tiryr. It involves the entire United States and Territory 
of Alaska ? 

Mr. Morvon. That is right. 

senator ELLENpDER. Well, in answer to a question by Senator 
(Mahoney you stated that the conferees’ report was the original one. 
| thought that you said that the original one had been revised and 
language was put in by Mr. W ilkinson. 

Mr. Morrox. I am saying, Senator, that there was only one con- 
ferees’ report. There were various preliminary drafts in which this 
language was suggested, but the language was not included in the 
conference report adopted by the conferees. Senator O’Mahoney’s 
last question was alluding to the fact, not so far discussed, that there 
was an original statement of the House managers, which is the one 
[ have been describing, and there was a later supplemental statement 
of the House managers which I have not mentioned because I do not 
believe it is pertinent here. 

The statement of the House managers which accompanied the report 
of the conferees on July 29, Monday, included these words which the 
conferees on July 27 clearly had not included in the conferees’ report 

which went to the Senate. 

Senator O"Manonry. May [| interrupt at that point? 

Senator Ernenper. The Senate passed upon the conference report 
before the House did, and as a rule it is very seldom, as I understand, 
that the Senate considers a House conference report. 

Mr. Morron. That is completely true, but the point is that this 

nterpretation upon which the Court in the Otoe and Missouria case 
‘0 strenuously relied was an interpretation which was not included 

the conferees’ report upon the basis of which the Senate took its 
inal action. 
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Chairman Haypen. Notwithstanding the fact that Mr. Wilkinsoy, 
had suggested to the joint conference that those words be included iy 
it and they did not do it. 

Mr. Morron. I enthusiastically accept your amendment, Mr. 
Chairman. 

Senator Dworsuak. Which takes precedence, what finally is in the 
law or in the report ? 

Mr. Morron. I have tried to be rather careful to point out that the 
law itself, as distinguished from the legislative history of it, is com- 
pletely silent upon this matter of Indian title exe ept within the proper 
framework of a clause 4 case which is known as the unratified 
treaty clause. 

Senator Dirksen. What you are trying to tell us is this: That the 
Supreme Court made an interpretation of an intention of Congress 
which was a fiction. 

Mr. Morton. The Court of Claims made such an interpretation, ii 
my opinion; yes, sir. 

Senator O’Manonry. And the Supreme Court denied certiorari. 

Mr. Morron. As Mr. Justice Fr ankfurter has said, “Certiorari 
denied means certiorari denied, period.” 

Senator O’Manoney. May I illuminate this business for just a 
moment ? 

Chairman Haypen. You may. 


LEGISLATIVE COMMITTEE HEARINGS 


Senator O’Manonry. I do not appear here as an advocate for any 
litigant. I appear here as the chairman of the Senate subcommittee 
of the Interior Committee dealing with Indian affairs. Our com- 
mittee has had a hearing upon the extension of the Indian Claims 
Commission Act. We held a hearing last year, and we held a hearing 
_ year. We passed a bill last year. The House passed a bill last 

sar. But by reason of one of those curious legislative entanglements 
that sometimes arises 

Senator Dirksen. And often arises. 

Senator O’Mauonery. The Senate bill which had reached the House 
before the House had acted was not acted upon by the House, but the 
House passed its own bill. It reached the Senate too late for any 
action. 

As a Member of this body, I have never attempted to assert the 
superiority of one House against the other, and I would just as soon 
pass a House bill as a Senate bill in order to get results. But I want 
to point out that in the Otoe and Missouria case which is cited in 131 
of the Court of Claims, and to which Mr. Morton has referred, there is 
this footnote inserted by the court: 

The statement of the House managers is as much a part of the legislative 


history of an act as is the conference report to which it relates, contrary to the 
Government’s contention— 


that is the contention of Mr. Morton— 


Contrary to the Government’s contention, the statement of the House managers 
was not contrary to the conference report. 

Now, there has been a little confusion here about the difference 
between a conference report and the statement on the part of the House 
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managers, and the Senator from Louisiana is perfectly correct. The 
statement of the House managers is not ordinarily given any con- 
sideration in the Senate. But the conference report goes to both 
Houses. The statement of the House managers goes only to the 
House and not to the Senate. So the testimony which has been given 
here has largely to do with suggestions that were made by Mr. Wilkin- 
con for the conference report but which were rejected by the conference 
report but which may or may not have slipped into the statement on 
the part of the House managers. 

Chairman Haypen. They did slip in. 

Senator O’Manoney. However that may be, the court said: 

Contrary to the Government’s contention, the statement of the House managers 
was not contrary to the conference report. 

Now, this is the curious thing about this case, the enactment of that 
act. There was a statement on the part of the managers of the House 
which was filed at the time that the House acted upon the bill and 
later on, after the session of Congress had actually adjourned, there 
was a modified statement of the managers made a part of the Record, 
the Appendix of the Record. Now, it is my understanding that that 
modified statement—and, of course, it never was before the Senate 
and never was before the House, in the enactment of the bill—does 
not contain anything which arose in the Otoe-Missouria case or any 
other case. But I must be frank, that it showed an evidence upon the 
part of somebody, since there were changes in it, to create some sort of 
arecord, but actually that modified statement on the part of the man- 
agers of the House has no legal effect in any way, shape, or manner. 
I think- 

Senator ELLENpDER. To what extent was the changed report that you 
speak of now used by the Court of Claims in rendering its decision ? 

Mr. Morton. It relies heavily and expressly upon the statement of 
the House managers to show the intent, and my point is just plainly 
this: That same language had been considered by the conferees and it 
was not adopted by the conferees. 

Now, if you want to study an interesting little bit of legislative 
history beyond that, I can go forward with the suggestion made by 
Senator O’Mahoney, about this supplemental statement. I do not 
think that the supplemental statement adds a thing to this picture, 
and the Court of Claims did not think so. 

Senator Dirksen. Let me ask Senator O'Mahoney at that point, the 
custom in the House, of course, is that if there is a conference report, 
itis a privileged matter, and the statement is always read in lieu of 
the report. I think my friend from Virginia will bear me out. 
The statement of the managers then is read in its entirety. 

Mr. Morron. That is what happened. 


AMENDED STATEMENT OF MANAGERS 


Senator Dirksen. It goes in the Record as such. Obviously, the 
footnote is correct. because without the statement on the part of the 
lanagers there is nothing before the House to indicate on what there 
has been concurrence between the two bodies, and on what amend- 
ments they receded and what new amendatory language is offered in 
iny section in lieu of what may have been in the original bill. Now, 
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that having appeared in the body of the Record at that point, from 
what source does this amended statement of managers come that, you 
referred to? 


Mr. Morton. I can describe that to you. 

Senator Dirksen. You are referring to a variation in text, but jt 
would occur to me that in any construction by the court, they woul 
have to go back to that point in the Record where it was oflic ‘ally, 
under the rules, submitted to the House. 

Senator O’Manoney. I think Mr. Morton and I agree that the sup. 
plemental statement on the part of the managers, which was filed for 
the appendix of the Record, has no force and effect in the legislative 
history at all. That was not, as I understand it, before the Court of 
Claims when it rendered this decision. It was considering only the 
statement upon the part of the managers at the time that the bill was 
being passed in the House. The signific ance of the note is that the 
Court of Claims held that there was nothing in the statement on tl 
part of the managers, contrary to the contention of the Government, 
that was contrary to the conference report which had been filed in 
both Houses. 

Mr. Morron. My only commentary upon that is that simply by 
putting the two down side by side, you find this thing upon which the 
Court of Claims relies in the statement of the House managers, but 
you do not find it in the report of the conferees. It had been con 
sidered by the conferees in their adoption of the conference report and 
they had excluded it. 

Senator Dworsuak. Is that supplemental note accurate ? 

Mr. Morron. It is a matter of opinion, and I have one opinion. 


REMEDIAL LEGISLATION 


Senator Ropertson. Do we need new legislation on this thing? 

Mr. Morton. Sir, I have fought the legal battle as far as I can. | 
think that I would be derelict in my oflici: ial duty if I did not call this 
situation to the attention of the Congress and invite the Congress 
informally at least to reexamine its judgment of what it intended to do 
in 1946. There is possible remedial legislation ; yes. 

Chairman Haypen. That is to say, C ongress could amend this bill 
extending the life of the Commission, and the time for filing claims. 

Senator Tuye. Clarification of the intent of Congress. 


PURPOSE OF PASSAGE OF ACT 


Senator O’Manonry. Let me make the record clear, that the state- 
ment that has just been made by Mr. Morton that Congress has the 
right to make legislation, new legislation, is of course absolute ly and 
completely correct. We can. We can drive the Indians back again 
to the ultimate frontiers. But we do not want to do that. This 
Indian Claims Commission Act was passed principally for the pur- 
pose, first of all, of wiping out in the minds of the Indians of America 
all belief that they had been unjustly dealt with or that their claims 
could not be heard. So the Commission was set up. A specific date 
was mentioned in that act, before which all claims would have to be 
filed, and a deadline was fixed. It has never been changed. Nobody 
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in the © ommittee on Interior in the Senate and certainly to my knowl- 
edge in the House has ever asked that the time for filing the claims 
chould be extended. 

Chairman Haypren. What is the bill that is pending? 

Senator O’Manonry. To give the Commission more time in which 
to handle the claims that have been filed before the deadline, because 
we have not supplied the Department of Justice with the force it 
needs to try these cases. 

Senator Roperrson. That may be all right, but here has developed 
an issue that I am sure I have never heard before, and that is that we 
voted for an Indian Claims Commission on a certain assumption, and 
the court has proceeded on an entirely different assumption. 

Senator O’Manoney. That is not correct. 

Senator Rorertrson. That is what we have been told. The court 
acted on an assumption that would open up claims anywhere from 
$1 billion to $3 billion which, according to the discussion of the legis- 
lative history, nobody in the Congress at the time realized they were 
doing. 

Senator O’Manoney. I do not think Mr. Morton wants you to 
carry away that impression. 

Senator Ronerrson. That is just what I have received. 


QUESTION OF INTENT OF CONGRESS 


Senator THyr. Before Mr. Morton answers that, are we not con- 
fronted with the fact here that there are two different interpretations 
of the intent of Congress, and what we must establish is what was 
the intent of Congress at the time that this act was passed? At least, 
that is the question that has arisen in my mind. 

Senator O’Manonery. I will be very happy to explain that as the 
Committee on the Interior has interpreted it, the legislative committee 
in charge of this bill, whenever the committee desires to hear me. I 
would say to the Senator that at the request of the chairman I with- 
held the filing of the report of the Senate committee so as to give the 
Appropr iations Committee the opportunity to hear Mr. Morton. But 
| thought Mr. Morton was to come here on the plea for additional 
funds, and not to attempt to reopen the legislative hearing. Ob- 
viously, if you are going to reopen the legislative hearing you must 
hear the other side as well as this. But so far as I am a Member of 
the Senate, wholly impartial as a member of the Senate committee 
with respect. to what either side claims, I want to state to you when 
the time comes what the purpose of the committee and the Congress 
was in passing this bill. I think that I can best explain it in a word 
now. In his testimony, Mr. Morton said just a moment ago that we 

can pass legislation without any legal obligation, to take lands from 
the Indians without any compensation at all. 

In my own State, the Government of the United States, the Army 
of the United States, not by act of Congress, took the Arapahoe 
Indians out of Oklahoma and moved them up into Wyoming and 
put them on the Shoshone Reservation without the consent of the 
ae Indians. That was done. Well, the Shoshone Indians 
asked the Congress to authorize them to sue in the Court of Claims, 
and the bill authorizing them to sue was granted. The Indian Claims 
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Commission Act is a guarantee, if it is not upset, that we will never 
again have an Indian claim filed, because we put a deadline in there 
beyond which the claims should not be filed. 

Chairman Haypen. The whole point, if I may interrupt, is this: 
If, in the judgment of the Congress, the Indian Claims Commissioy, 
and the Court of Claims have misinterpreted the intent of the Cop. 
gress and read into the law words that are not in it but found only jy 
2 statement of the House managers, Congress could certainly amend 
the law. 

If the Congress should decide that it would amend the existing lay 
to provide that we will pay what is fair and just with respect to treaty 
obligations; but that we are not to assume that the Indians have ful] 
title to lands based on aboriginal Indian title. Those are the words 
that we find in the manager’s statement. 

Now, could we proceed this way: Supposing I should introduce an 
amendment to the bill that has been reported to the Senate and ask 
to have it referred to your committee. In that way we would have 
the question before the proper legislative committee ? 

Senator O’Manoney. I shall be glad, indeed, to receive any sugges. 
tion that the distinguished chairman of this committee cares to offer, 
But I want to ask this committee to read with me the clause which has 
been the basis of Mr. Morton’s argument. 

Senator Dirksen. Before you do— 

Senator Roperrson. I have to go, but I just want to say this: It is 
quite apparent that this issue is going to be on the floor of the Senate, 
und it seems to me that it would be better to come there after you 
reopen the hearings and develop a record on it than to just have us 
attempt to legislate, because as far as the Senator from Virginia is 
concerned, if we face this claim of $1 billion or $3 billion, by an inter- 
pretation of the law that was not intended, and goes beyond the pay- 
ment of a just claim, there is going to be an amendment on the floor 
to correct that. 


EXTENSION OF TIME FOR PROCESSING CLAIMS 


Senator Dirksen. Does this bill merely extend the time for the 
Commission to process the claims? 

Senator O’Manoney. Yes; already filed. 

Senator Dirksen. Does it make any substantive changes? 

Senator O’Manoney. It does not. 

Senator Dirksen. That goes to the heart of your question. 

Senator O’Manonry. The Senator’s desire 1s to do what the Depart- 
ment of Justice tried to do, to amend the act, and to amend it sub- 
stantially. 

Senator Drrxsen. To do what? 

Senator O’Manonry. To make this sentence, which to me is very 
clear, in section 2 of the bill, to make it different from what it is, and 
from what the Court of Claims found it to mean. This is item 4: 

Claims arising from the taking by the United States whether as the result of a 
treaty of cession or otherwise, of lands owned or occupied by the claimant without 
the payment for such lands of compensation agreed to by the claimant. 

Now, it has been sought to say that that means only unratified 
treaties. Why should it be limited to unratified treaties? If the 
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[United States through any agency like the Army have deprived In- 
dians of an area to which they had by tradition had exclusive posses- 


sion—Why should not the Government of the United States pay them 
forthat? The incident 


QUESTION BEFORE COMMITTEE 


Chairman Haypen. The rate of payment, it seems to me, would de- 
pend on whether they had full title to the land or not. That is one 
thing. If, on the other hand, we pay them for its value to them to 
roam on and to hunt over, that is something else. But if we bring in 
the element of full title, right there is where it is going to cost plenty of 
money. Now, the question before this committee, as I see it, it this: 
The House assuming that some legislation was going to be passed, 

failed to provide the Department of Justice with any ¢ additional money 
tocarry on this work. You have a budget estimate of $50,000. How 
much should you have to defend these claims as the law stands today ? 

Mr. Morton. In the regular appropriation request for 1957, we 
have an increase of $300 000 for this particular field of work. That is 
not before the committee this morning, but it will be coming. That 
will be a recurring item and a probably expanding item. That demon- 
strates the pertinence of this discussion. 

Senator Ture. Unless this language and this apparent legal ques- 
tion is clarified by some act of Congress, you will be in court indefinitely 
trying to defend the United States ; Government against such a claim. 

“Mr. Morton. Precisely so. 

Senator ELLENpER. You mean those already filed ? 

Mr. Morton. Yes. 

Senator O’Manonrey. I think that that is not a correct interpreta- 
tion. “Indefinitely” was the word used by the Senator from Minne- 
sota, and properly used by him because he was seeking information. 
But certainly Mr. Morton knows that “indefinitely” cannot be the 
proper word because all of the claims that can be filed have already 
been filed. If you have an additional staff to handle them, the Claims 
Commission can get them out and process them much sooner. 

Senator Ture. Howev er, you will be carried to the highest court of 
the land and argued, and you have got many a claim to argue over, 
and I could foresee, insofar as my span of life is concerned, “it would 
still be that long. 

Senator O’Manonery. This is only one case. 


LEGITIMATE CLAIMS 


Mr. Morton. May I comment very briefly, Mr. Chairman, upon 
the statement of Senator O'Mahoney, in this way: It is certainly 
not the disposition of anyone, either myself or anyone connected with 
me, to rule out of the consideration of this Commission the claims 
which may be legitimate, of which there are many. In my own statis- 
tical statement I made it clear that this particular situation which 
we are mentioning here affects 1 or more claims involved in a total 
of about 250 cases, whereas there are approximately 400 cases pending. 
This necessarily means in turn that there are at least 150 cases involv- 
ing 1 or more claims each, on a different basis. Even if those 150 cases 
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are processed with the greatest diligence, the life of the Commissi 
is going to need to be e sxtended and materi: ally so. 

Senator Dworsnak. How long? 

Mr. Morron. The present bill calls for 5 years. I am ene 
of the opinion it cannot be done in that time. But this is the prese: 
proposal and we may as well confine our thoughts to that for now. 

There is this additional thought: While I have : said that there 
were 150 cases, approximately, which do not involve this question, it is 
also true that in the 250 cases which do in one or the other of their 

sauses of action involve this question, there are still many other 

causes of action upon other bases. Those will also involve the | 
tinuing process of adjudication. 

Then, finally, I want to make it crystal clear that we are not by 
merely adjudicating claims going to solve any total Indian problem, 
That is a political matter in ‘the hands of the C ongress. This act was 
set up as a means to accomplish the consideration of justic ‘lable claims 
within the framework of the language used in it. It is subject to all of 
the limitations of that language. Let us not confuse the idea of gen- 
erosity, the idea of need, the idea of there being an extremely difficult 
social problem, on the one hand, with the business of allowi Ing recov 
eries based upon some justiciable cause of action on the other hand. 
I would finally point out that the examples which Senator O’Mahoney 
has given are not pertinent to this for the very reason that they are 
not within the framework of this Otoe and Missouria case or anything 
like it. The Shoshone case was a treaty case involving a permanent 
reservation. 

Senator O’Manonry. I was talking about the Arapahoes, and not 
the Shoshones, and how they were mov ed by the Army from Oklahoma. 
The Arapahoes were moved and put on the Shoshone Reservation. 

Mr. Morton. The Shoshones were ousted from their treaty right, 
and recovered a sizable judgment because of it. 

Senator O’Manoney. There are a number of cases in which the 
Army passed out or broke out the rum for the Indians before they drew 
the treaties. 

Mr. Morvron. There is ample protection in the act for cases of that 
character in my judgment, where there was fraud or duress, if by such 
means the Indians were deprived of any compensable right. 


Ol\- 


CHANGE OF RULES 


Senator Dirksen. Here is one little question that arises, as I look 
down the road: This would constitute, I suppose, a change of the rules. 

Senator O’Manonry. In the middle of the game. 

Senator Dirksen. What do you do about the people who are the liti- 
gi ants now who doubtless have pursued this matter over a long period 
of time in perfect good faith, and in pursuance of a construction by 
thecourt? They will say, “Well, Congress is changing its mind now.” 
You would have to give some attention to that. 

Mr. Morton. May I comment on that, briefly? I do not regard that 
as a change of rules. I regard it as a reexpression by the Congress of 
what its intention was. We have all kinds of claims being asserted 
by these people, upon which they have expended, no doubt, large sums 
of litigation money. I could mention their continuous contention, 
for ex: ample, which we finally laid to rest, that they were entitled to 
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nterest on these claims. Now, the fact that they spend money devel- 

oping some claim for interest ‘should not prejudice the sovereign, if 
he sovereign did not in the first place mean that they should recover 
nterest. 

Or, take this for another example. No doubt substantial sums of 

oney Were spent by the litigants upon their preparation of of cases 

e they tried to come back on recoveries that they previously had 
ae ca and we fin: illy succeeded in establishing that the defense of 
res judicata was good against those attempts to come back again. 

Senator Dirksen. I was proceeding on the assumption that if, in 
the utmost of good faith, they resort to an instrumentality of the 
Government known as a court and say, “Here is a construction of the 
statute as enacted by Congress”——- 

Mr. Morron. That construction did not occur until the decision 
of the Court of Claims in May of 1955, and it was not final until the 
denial of certiorari last October. This is the first case. 

Chairman Haypen. This is the first time Congress has been called 
upon to appropriate money to pay a judgment of this n: ture, and it 
isin this bill. I thought it appropriate under the circumstances to 
lave this airing of the “subject ; ; whether anything is accomplished by 
it or not, is something else. It seemed to me to be a matter of such 
importance that we ought to talk about it and find out what the posi- 
tion of the Department of Justice is. 

As to whether or not Congress wants to say that the intent of Con- 
gress Was expressed in the act and the words of the act itself, and not 
n what was in the House managers’ statement. That is the question. 

emt itor Dirksen. Of course, “if Tam going to sit as a member of 

» United States circuit court of appeals here, in addition to my 
duties as a Senator, I think that I ought to see the pleadings and the 
briefs the next time we get around to it. 

Se enator DworsHak. Not being an attorney, I am somewhat reluc- 

t to inquire whether the rulings of our courts, whether they be 
COU ch of appeal or the Supreme Court, are sacrosanct, or whether in 
tle past there have been occasions when Congress has questioned the 
correct interpretations of congressional intent such as for instance in 
the Natural Gas Act? 

Mr. Morton. I would say the Congress is continually doing that. 


Senator O’Manonery. The courts have frequently been overruled by 
the Congress. 


Senator Dworsuak. This is not something that is very exceptional 
or unusual ? 


Senator O’Manoney. Not at all. 

Senator Dirksen. I must leave, but I see Judge Barnes here, and 
| wanted to ask him one question about this matter. 

Mr. Morvon. Thank you very much. I appreciate your courtesy. 


LETTER FROM ROBERT W. BARKER 


Chairman Haypen. I would like to have included in the record a 
letter, and accompanying statement, I received from Mr. Robert W. 
Barker of the law firm of Wilkinson, Cragun, Barker & Hawkins. 
These gentlemen have made a study of the legislative histor y of the 
Indian Claims Commission Act and have re: ached the conclusion that 
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it was the intent of the Congress to confer jurisdiction upon the Com. 
mission to hear claims based on original Indian title. 
(The information referred to follows :) 


WasHINeTON 6, D. C., February 28, 1956. 
Re Extension of Indian Claims Commission Act 


Hon. Cart HAYDEN, 
United States Senate, 
Washington, D. C. 


DEAR SENATOR HAYDEN: Since I know that you are intimately acquainted with 
the representations that the Department of Justice have made with respect to 
the Indian Claims Commission Act and possible liabilities of the United States 
under existing law, I am enclosing herewith a copy of our statement submitted 
to the Interior Committee dealing with that matter. I believe we have demon. 
strated that the Department of Justice’s suggestion that the liability may rm 
into billions of dollars is grossly exaggerated and that the probable liability is 
only a small fraction of that amount. 

I have discussed this matter briefly with Bill Woodruff of your Appropriations 
Committee staff. Because of my conferences with Mr. Woodruff I am particu. 
larly anxious that you and he have a chance to review this statement, particn- 
larly the portion showing the legislative history of the act contemplated the con. 
sideration of original Indian title cases by the Commission. No other conclusion 
could be drawn from the statement of the House Managers than that the decision 
of the conferees was to include such claims. But even more than that, through- 
out the entire consideration of the Indian Claims Commission Act, a number of 
cases involving original Indian title were discussed and cited as the kind of 
cases that were to be considered and heard by the Commission. The announced 
purpose of the act could not be carried out unless these cases were adjudicated, 
As a matter of fact, the Otoe and Missouria case, which has brought about the 
discussion and the exaggerations of the Department of Justice, was one cited 
in the hearings as being the type of case to be considered by the Commission. 

If you have any questions on this matter we welcome an opportunity to discuss 
it with you. 

Sincerely yours, 
WILKINSON, CraGuN, BARKER & HAWKINS, 
By: Ropert W. BaRKeEr. 


STATEMENT OF WILKINSON, CRAGUN, BARKER & HAWKINS ON EXTENSION OF INDIAN 
CLAIMS COMMISSION AND Proposat To AMEND H. R. 5566 


SUMMARY OF STATEMENT 


1. Claims by the Department of Justice that judgments under the Indian 
Claims Commission Act may cost the United States billions of dollars are gross}) 
exaggerated as demonstrated by experience—judgments total about 1.5 percent 
of the amounts claimed. 

2. The Department of Justice figures ignore these facts: (a) lawyers assert 
maximum possible amounts and acreages; (b) substantial overlapping of claims 
will materially decrease the amounts and acreages; and (c) the heavy burden 
of proof required to establish original Indian title will further decrease tle 
size of the claims. 

3. A more realistic estimate is an amount approximately equivalent to the 
annual appropriation for Indian purposes (currently about $140 million). 

4. There is no conflict between the Supreme Court decision in the Tee-hit-ton 
case and the decisions of the Commission and courts in the Otoe and Missouria 
case, as implied by the Department of Justice. 

5. The legislative history of the Indian Claims Commission Act demonstrates 
that Congress intended the Commission to assume jurisdiction and adjudicate 
claims based upon or arising out of original Indian title. 

6. If the amendment proposed by the Department of Justice (to eliminate 
original Indian title claims) is adopted, great inequities will be imposed upol 
the Indians who have spent time and money litigating claims for almost 10 
years under existing legislation, and Congress, the Department of the Interior 
and the Indians will return to the jungle of special jurisdictional acts, requir 
ing consideration of scores of dissimilar and nonuniform bills. 
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7, Adoption of the amendment would delay assimilation of Indians by en- 
eouraging them to remain on reservations, thus defeating the present aim of 
Congress and the administration. 


gs Adoption of the proposed amendment would constitute a serious breach 
of faith with a substantial minority group. 


STATEMENT 


We represent Indian tribes with claims pending before the Indian Claims 
Commission—Indians from California, Nevada, Oregon, Washington, Idaho, 
Montana, Wyoming, Utah, Colorado, North Dakota, and South Dakota. We 
make this statement in their behalf. 

At hearings before the subcommittee on February 21, 1956, a proposed amend- 
ment to limit claims before the Indian Claims Commission was discussed. It 
reads in part: 

“No claim based upon or arising out.of original Indian title shall be con- 
sidered by the Commission under any provision of this act [Indian Claims Com- 
mission Act] except clause 4 of this section: and no such claim shall be con- 
sidered by the Commission under clause 4 except a claim for the compensation 
agreed to by the claimant where the United States has (1) retained ceded lands 
notwithstanding its failure to ratify or carry out the terms of the cession, 
and (2) has failed to pay the compensation agreed to by the claimant.” 

We believe that such an amendment would deprive virtually all of our tribal 
clients of the opportunity for their day in court contemplated by the Indian 
Claims Commission Act. The proposed amendment has been represented as 
affecting only original Indian title cases. But we fear it may do more than 
that—for most “treaty reservations” are mere reservations from larger areas 
conveved by trihes to the United States. For example, a court might be urged 
to hold that “treaty title” arose from “Indian title.” In any event, we are 
advised that some 500 of the 852 pending claims are “unrecognized title” claims. 

So far as we have been able to ascertain, the arguments advanced by the 
Department of Justice in justification of such an amendment are: (1) Under 
existing law judgments on Indian claims before the Commission threaten to 


resnit in judgments against the United States amounting to several billion 
dollars in eases involving an alleged 1,300 million acres of land; (2) the deci- 
sions of the Indian Claims Commission and the Court of Claims (which re- 
viewed the decision of the Commission) in the Otoe and Missouria case conflict 
with the decision of the Sunreme Court in the Tee-hit-ton case: and (3) Con- 
grecs did not intend to include original Indian title cases within the jurisdiction 


of the Indian Claims Commission. We will demonstrate that these contentions 
are exaggerated and erroneous in law and fact. 

1. The Department of Justice representations as to dollars and acreage in- 
volved are grossly exaggerated and do not hold up under an examination of 
the pending claims and actual experience of the Commission and the Court of 
(aims. The exaggerated claims that liability may reach “several billion dol- 
lars” (Assistant Attorney General Press Release January 4, 1956) are ridicu- 
lous when compared with the figures furnished by the Indian Claims Commis- 
sion covering actual operating experience over almost 10 years. At our request 
the Commission has advised that in 75 claims disposed of, about $1,200 million 
was claimed; the amount awarded was $13,283,477.25, 1 percent of the amount 
Claimed (see apnendix 1 hereto for statistics on claims and awards before the 
Commission). Thus, a 10-year operating history (with about 12 percent of 
the cases finally decided) indicates that the present jurisdiction and the present 
standards of proof applicable to Indian claims hefore the Commission will not 
open the gates of the Treasury or even result in judgments in amounts not anti- 
cipated when the Indian Claims Commission Act was adopted. 

In 1940* the Department of Justice contended the prospective liability in 75 
Indian claims then pending before the Court of Claims was between $3 billion 
and $3,750 million (appendix 2). Fifty-four of those 75 cases have been disposed 
of by the Court of Claims, the total awards being $14,302,557.70, or about 
(4 percent of the maximum amount suggested by the Department of Justice 
(see appendix 3). Such exaggerated representations of possible liability by 
the Department of Justice are not new. At the time the Justice Department 


_ Hearings before a subcommittee of the Senate Committee on the Judiciary on S. 3083, 
‘6th Cong., 2d sess., February 13-16, 1940. 
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was presenting its exag ggerations (1940), a member of our firm advised the 
committee that the more realistic amount of the claims then under discussjoy 
was $25 million.’ 

In the entire history of the Court of Claims and the Indian Claims Commis. 
sion 255 tribal cases have been disposed of and in only 71 of those cases haye 
judgments for tribes resulted (72 percent no recovery allowed). Of those 255 
claims, 126 specified a definite amount which aggregated $2,607,112,222. Re 
coveries of $44,404,986.14 were allowed in 58 cases (1.7 percent of the amount 
claimed) .* 

Lhe disparity between amounts claimed and recovered arises from the fo). 
lowing: (a) difficulty of research coupled with the time limit for filing prompts 
lawyers to overstate the claims in a cautious attempt to avoid eliminating any 
parts of the claims; (”) some claims are completely duplicated by others; (¢ 
many claims overlap other claims; and (d) the claimants in original India 
title cases are held to a strict burden of proof to demonstrate use and occupancy 
to the exclusion of other tribes. ; 

The Department of Justice claims that of 1,900 million acres in the United 
States some 1,300 million acres are covered by pending claims (see petition for 
certiorari in Otoe and Missouria, p. 12). But this effort to suggest that most 
of the United States is involved in the pending claims is unmasked when the 
obvious overlaps, duplications and overstatements become apparent to anyone 
examining the record. 

2. A more reliable estimate of possible liability is an amount about equivalent 
to an annual appropriation for Indian purposes. While it is admittedly diff 
cult to estimate with certainty what the ultimate liability will be under pending 
law, operating experience of the Commission indicates awards approximate 1) 
percent of the amounts claimed. When this percentage is applied to the highest 
possible estimate of the amount claimed (appendix 1), we arrive at possible 
liability of $135 million, or about $5 million less than the current annual appro- 
priation for Indian purposes. One-third of the claims are definite in amount 
and total $3 billion. If this amount is multiplied by 3 to allow for the remaining 
two-thirds which are indefinite in amount, the result is a maximum amount 
claimed of $9 billion. Interpreted in the light of the 1.5 percent recovery ex- 
perience, this would amount to $135 million. But many of the claims which are 
indefinite in amount are accounting and miscellaneous cases which will not 
involve amounts as large as those which are definite in amount. This will 
further decrease the amounts watered down by overlap, duplication, and fail- 
ure of proof, facts which, as pointed out, have limited recoveries to 1.5 percent 
of the amounts claimed (compare for example how the original claims in the 
Texas City disaster have gradually been reduced in amount even before adjudi- 
cation, appendix 4.) 

There is no conflict between the decision of the Supreme Court in Tee-hit-ton 
and Otoe and Missouria. We understand that the representatives of the,De 
partment of Justice have implied that the Otoe and Missouria decision is in- 
consistent with the Supreme Court decision in the Tee-hit-ton case. The fact is, 
that the decisions are entirely consistent. Before the United States may be sued, 
its sovereign immunity must be waived. Therefore, in analyzing the Tee-hit-tu! 
case and the Otoe case, it is essential to look directly to the jurisdictional statute 
authorizing suit. The difference in result in the Otoe case (where the Indiat 
Claims Commission and the Court of Claims held the Indians were entitled 
compensation for the taking of original title) and the Tee-hit-ton case (where 
the Supreme Court held original Indian title was not compensable) requires 
only elementary analysis. The Otoe case was filed under section 2 of the act 
The Tee-hit-ton case was brought under section 24 (28 U. S. C. 1505) of the act. 
Section 2 covers original Indian title cases; section 24, which sets out jurisdic 
tion for claims ensuing subsequent to enactment of the act, does not. There is 
nothing mysterious about this distinction, and it is clear why the Supreme 
Court refused to review the exhaustive opinion of the Court of Claims in Otoe 
The Department of Justice representation that these two causes are in conflict 


21d., p. 48. 

%’ This total does not include the judgments entered in the four Ute Indian cases. Thos 
were takings in 1938 and the judgments represented values of known gas, oil, and miner 
rights valued as of 1938 and included interest on the principal as part of just compe nsation 
Thi a is not present in the Commission cases involving Indian title taken or ceded } 


ago. In United Stutes vy. Alcea Band of Tillamooks, 329 U. S. 40, the Supreme Court 


eulted interest was not allowable in “unrecognized”’ title cases. 
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au only be designed to create confusion in an effort to diminish the jurisdiction 
of the Commission—a goal it could not achieve before the courts. 

4. The legislative history of the Indian Claims Commission Act demonstrates 
that Congress intended the Commission to have jurisdiction over and to adjudi- 
cate Claims based upon or arising out of original Indian title. The Court of 
Claims, which has dealt with more Indian claims than any other court in the 
United States, devoted almost 18 pages of its opinion in the Otoe and Missouria 
case (131 C. Cls. 598, certiorari denied 350 U. S. 848), to analyzing the nature 
of the Claim presented and the legislative history of the Indian Claims Com- 
mission Act. After a searching review of the entire legislative history that 
court concluded that Congress intended the Commission to exercise jurisdiction 
over original Indian title cases. The Supreme Court refused to review despite 
extensive representations in the application for certiorari filed by the Department 
of Justice. While these decisions should be sufficiently authoritative as to the 
intent of Congress, we attach hereto as appendix 5 a partial summary of the leg- 
islative history which demonstrates that those in charge of the legislation care- 
fully considered original Indian title claims and advisedly included them within 
the jurisdiction of the Commission. 

Section 2 of the act provides that— 

-* * * The Commission shall hear and determine * * * (4) claims arising 
from the taking by the United States, whether as the result of a treaty of 
cession Or Otherwise, of lands owned or occupied by the claimant without the 
payment for such lands of compensation agreed to by the claimant; * * *” 
{Emphasis supplied. ] 

This is precisely the same language suggested on June 14, 1945, by Mr. Felix 
s. Cohen, Assistant Solicitor of the Department of the Interior, at the hearing 
efore the House committee.* At the time he suggested the language, Mr. Cohen 
explained it covered lands held by Indian title.© Cohen’s language was then 
included in H. R. 4497, 79th Congress, as reported by the committee, House 
Report 1466, 79th Congress, page 11. The bill was passed (without amendment 
to this language) by the House and referred to the Senate committee, which in 
deleting the language in its report assured that the deletion was not intended 
to deprive claimants of the right to invoke the juridsiction of the Commission 
in any case which would have been cognizable under the language of the bill 
as passed by the House.® However, when the bill went to conference the con- 
ferees restored the House language as clause (4) of section 2. The restored 
language embracing the claim based upon original Indian title, was adopted by 
both the Senate and the House and was contained in the bill signed by the 
President. 

Not only did the conference have before it the clear and unqualified state- 
ment at the early stages of the hearing by Mr. Cohen that this language in- 
cluded claims based upon Indian title but the official and mandatory statement 
to the House of the managers on the part of the House clearly demonstrates that 
it was the intention of the conferees to give jurisdiction to this Commission to 
hear Claims based upon original Indian title. The statement of the House 
managers in discussing amendment No. 4is as follows: 

“* * * The bill, as passed by the House of Representatives, enumerated six 
asses of claims cognizable by the Commission. The Senate, in the interest of 
simplicity, reduced these to three, being careful to state in its report, that the 
change was not intended to deprive the claimants of the right to invoke the 
jurisdiction of the Commission in any case which would have been cognizable 
wider the language of the bill as it passed the House. Out of an abundance 
of caution the conferees reinserted two of the classifications struck by the Senate 
because they wanted to make sure that if any tribal claimant could prove facts 
sufficient to make a case under either of these classifications, the Commission 
would have authority to make an award to such claimant. * * * The second 
of these classifications covers claims arising from the taking by the United States 
of Indian lands, i. e., lands to which tribal claimants had Indian title or the 
right of Occupancy. Sometimes these lands were taken under the guise of un- 
tatified treaties, sometimes without any semblance of a treaty. The reinsertion 


‘Hearings before House Committee on Indian Affairs, 79th Cong., on H. R. 1198 and 
H. : 1941, June 14, 1945, pp. 140, 141. 
'Id., p. 141. 


*S. Rept. 1715, 79th Cong., 2d sess., p. 5. 


74919—56——31 
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of this classification makes it plain that where claimant can prove sufficie;; 
facts within the language of this Classification the Commission has full authorir, 
to award proper damages therefore.’* [Emphasis supplied. | 

While the Statement of the House managers is normally never before thp 
Senate for consideration (usually under House rules the bill lays over a day anq 
the Senate may act sooner), it is intended to be an official interpretation for th. 
House of what was decided in the conference. It is required under House ryles' 
Unless it is to be assumed that the House managers deliberately misrepresente( 
what was decided in the conference, it must be admitted that the Senate eo), 
ferees knew the import of the legislation and participated in the decisions ex 
plained by the House managers. The Court of Claims was obviously corree 
in holding the congressional intent to include original Indian title Claims was 
clear. 

5. If the amendment supported by the Department of Justice is adopted, yor 
only will great inequities be imposed upon the Indians, who have been spending 
time and money for almost 10 years litigating claims under existing legislativ) 
but Congress, the Department of the Interior, and the Indians will return 
the juncle of special jurisdictional acts. As stated in the House report wie 
the Indian Claims Commission Act was enacted, “No Indian claim is eve; 
forgotten until it is heard and decided.” 

Some 12 percent of the Indian claims have been adjudicated by the Com 
mission. If Congress now withdraws jurisdiction, Indian tribes will certainly 
petition Congress to enact special jurisdictional acts to allow their claims 
te be adjudicated. This would involve substantial time in conferences, hen; 
ings, correspondence, etc., by Members of Congress, the Department of Interior 
Indians and their attorneys, and committees of Congress, as well as the Congress 
itself when considering individual bills. It is an expensive, inadequate, and 
nonuniform method. Dissatisfaction with that method of disposing of Indian 
claims was one of the overriding factors which led to enactment of the India 
Claims Commission Act. Indians capable of exerting the most influence and 
inaking the best presentation to Congress would be most likely to obtain juris 
dictional acts, whereas others would not. Past experience has shown that the 
jurisdictional acts are not uniform, and therefore create discrimination. 

6. Adoption of the proposed amendment would delay assimilation of the 
Indians and would tend to keep Indians on the reservations, defeating one of 
the present aims of the Congress and the administration. There is no doubt 
that pending claims against the United States is one of the factors which holds 
Indian tribes together and tends to keep tribal members on the reservatio 
As stated in the report of the Brookings Institute of Government Research i! 
its report on the Indian problem, published in 1928: 

“The benevolent desire of the United States Government to educate and 
civilize the Indian cannot be realized with a tribe which has any considerable 
unsatisfied bona fide claim against the Government. The expectation of |: 
awards making all members of the tribe wealthy, the distributing influence 
outside agitators seeking personal emoluments, and the conviction in the India 
mind that justice is being denied, renders extremely difficult any cooperation 
hetween the Government and its Indian wards. * * *” 

7. Adoption of the proposed amendment would constitute a serious breach of 
faith with a substantial minority group which has proceeded with prosecution 
of claims under the estabilshed act and policy of Congress. One of the mosi 
shameful chapters in the history of our country deals with our repeated breaches 
of faith with Indian tribes. One of the notable features of the Indian Claims 
Commission Act was its declared policy of righting acknowledged wrongs to 
Indian tribes. It opened our courts to rectify in a small measure such wrongs 
The proposed amendment would require dismissal of most of the pending claims 
It is represented that it would eliminate only unrecognized Indian title cases. 
but it is so broad that it may endanger recognized Indian title cases 

7H. Rept. 2693. 79th Cong., 2d sess., p. 5. 

8 Rule XXTX of the House of Representatives provides that there shall accompany ever! 
conference report a detailed statement sufficiently explicit to inform the House what effects 
such amendments or propositions as reported in the conference report will have upon the 
measures to which they relate. ‘The statement must be in writing and signed by a majority 
of the House managers. The report will not be received by the House without the accom 
panying statement. See House Manual in effect for the 79th Cong., H. Doe 810, 78th 
Cong., 2d sess., p. 441, and precedents annotated to rule XXTX. 
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To withdraw the jurisdiction of the Commission after the Indians have spent 
more than 10 years and much money (in many instances their last) in preparing 
and litigating their claims would constitute a more serious breach of faith 
than any committeed in the past. Certainly it would be hard to explain to our 
Indian citizens. They now are heard to complain that we can spend many bil- 
lions of dollars gratuitously for the support of foreign nations, but we are 
reluctant and slow to settle grievences of our own citizens from whom we in- 
herited a vast domain. Such a breach of faith would certainly lend additional 
eredence to such complaint. And certainly it is difficult to understand why 
Congress should, after 10 years, “pull the rug from Indian Tribes” with one 
hand while compensating individual citizens who suffered injuries in the Texas 
City disaster—claims which our highest court held had no legal foundation. 
The best available figures would indicate that payments on those claims alone 
may total about 550 million. (See appendix 4.) Similar decisions have been 
made by Congress in other comparable situations (e. g., Port Chicago, Calif., 
explosion, Public Law 425, 78th Cong.; Public Law 637, SOth Cong.). 


CONCLUSION 


We respectfully urge that in view of the extensive consideration given to the 
Indian claims problem during mnany sessions of Congress for more than 15 years, 
studies by the Department of the Interior and those charged with administration 

Indian matters, as well as private citizens’ groups and research founda- 
tions, all of Which culminated in the enactment of the Indian Claims Commission 
\ct of 1946, the committee should not amend the act as suggested by the Depart- 

ent of Justice. Instead, it should extend the life of the Commission for 5 years 
to enable it to Continue with its task. To do otherwise would be breaking faith 
vith a substantial minority group, would not reduce (and might increase) the 

timate cost of supervision over Indians, and would impose upon the Indians, 
Congress, and the executive branch a cumbersome and discarded system of 
special jurisdictional legislation in order to open the courts to the Indians on a 
claim-by-claim basis. 

Respectfully submitted. 

WILKINSON, CRAGUN, BAKKER & HAWKINS, 
By GLEN A. WILKINSON, 
RoBerT W. BARKER. 
FEBRUARY 27, 1956. 


APPENDIX 1 


Information furnished upon request by Indian Claims Commission concerning 
claims, dispositions, and awards to Jan. | 


Claims filed Bera ea , i * 852 
Decided with no award___________ ee = D4 
Decided with awards _________ esas : cee: ; > mon 


Withdrawn —____- 27 


Total cases disposed of : . “102 
Percentage of cases disposed of Syenmiecois ; : 12 


Aug. 15, 1951, was the filing deadline. 

-This total does not include 16 cases with no award by the Commission but 
manded by Court of Claims for further proceedings. 

Includes 2 cases on remand and pending on details not material here. 
cases have advanced appreciably toward final disposition ; in some, interlocutory 
isions of liability have been entered and proceedings on damages are underway. 


how re 


Many 


dee 


Of the total disposed of, 78 claimed specific amounts totaling $890 million, as 
follows : 


With decisions (57 claimed) 2 = __._ $788, 000, 000. 00 
Withdrawn (21 claimed) __----~- .~ 102, 000, 000. 00 


Total claimed__ ae 890, 000, 600. 00 
Total awarded______ 13, 283, 477. 25 


Percentage of awards to claims___ _ | as 
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In the 75 cases disposed of (not counting those withdrawn) the Indian Claim, 
Commission has advised that the amount claimed estimates by the Commissio), 
in cases where no amount stated) was between $1,290,000,000 and $1 billion, 
whereas the final awards in those claims were $13,283,477.25, or 1.1 percent of th, 
amount claimed. (The Commission figures apparently include some claims pend. 
ing on appeal and not final in all respects, explaining variation from our figures 
on previous page.) 


Amounts claimed in petitions where definite amount stated 


Of 852 claims, 245 are definite in amount claimed; amount 
claimed is about__ $3, 000, 000, 000 


Claims indefinite in amount disposed of 


Claims 


Recovery allowed 
Recovery denied 
Withdrawn__-_.--- 


Total_- 


COMMENT ON ABOVE 


The foregoing figures would indicate that in claims definite in amount the 
actual experience has been that the recovery is about 1.5 percent of the amount 
claimed. On this basis the recovery would be approximately $48 million (of 
which $13 million has already been awarded). If it were assumed that the 
claims indefinite in amount have a similar ratio, the maximum amount claimed 
would be $9 billion with total expected Commission awards of $135 million. 
However, this is probably execessive since it does not allow for the fact that 
many of the claims indefinite in amount are accounting cases and other cases 
in which large land claims are not involved, indicating probable smaller judg- 
ments. So far as past operating experience (almost 10 years—12 percent of all 
claims) can be a guide, the expected liability would more nearly approach 1 
annual appropriation for Indian purposes ($140 million) than several billion 
dollars. 


APPENDIX 2 


Extract of hearings before a subcommittee of the Committee on the Judiciary, 
United States Senate (76th Cong., 3d sess.), on S. 3083, February 13, 14, 15, and 
16, 1940. 


STATEMENT OF FRANK CHAMBERS, ATTORNEY, DEPARTMENT OF JUSTICE 


* * * * * * . 


“In the cases now pending in the Court of Claims on behalf of the Indian 
tribes, approximately $750 million in principal amount is claimed as the value 
of lands alleged to have been taken without payment. * * * Under the decisions 
referred to, these tribes, if successful, will be entitled to recover interest for 
an average of 60 to 80 years, or a total of 300 to 400 percent, thus increasing 
the Government's liability by $2,250,000,000 or $3 billion” (pp. 6, 11). 

Nore.—While the Department was calculating interest as part of just com- 
pensation in original Indian title cases, the Supreme Court has since decided 
in United States v. Alcea Band of Tillamooks (329 U. S. 40) that Indians are not 
entitled to interest on the award in original or unrecognized Indian title cases. 
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APPENDIX 3 


le showing disposition of Indian cases pending in Court of Claims on January 1, 
1940 


CLAIMS DEFINITE IN AMOUNT 





| 
Amount 
Plaintiff claimed (with- Disposition 
| out interest) 


| Arapahoe and Cheyenne i . 50 
_...| Cherokee a | §8, 916,170.20 | Dismissed. 
‘ ; 669, 793. 05 Do 
319, 584. 89 Do. 
+ do_. 407, 655. 06 | lo 
Chickasaw ; 42, 798. 45 
_..do ¥ 1, 765, 061. 72 Do. 
; 1, 000, 000. 00 | 
~ ra 4, 330, 470. 56 
oe do EN ee Ia | 1,162,000. 00 
Choctaw and Chickasaw-.----- ~ 2, 883, 620. 00 | 
i aie do-__- 3, 839, 789. 00 
Chippewa___-_- 511, 290. 00 Do. 
270, 283. 71 Do. 
ede ; 150, 000, 000. 00 Do. 
SU GI | 475, 596. 00 
.| Menominee 1, 020, 000.00 | $1,767,616.11. 
5 Roce 40, 477.65 | Dismissed. 
ste ioe ucnnenattinaiiaeteacs eked 32, 700. 50 
eae ‘ | 300, 000. 00 | ($8,500,000 set- 
the “os Dees RUN adie tates rantsionnmawatSause | 2, 500,000.00 |{ tlement. 
42(5 7 a eS iret a se | 6,000, 000. 00 
unt _...| Nez Perce 3, 225, 276.17 | Dismissed. 
(of ....---| Nez Perce (Joseph’s Band) 500, 000. 00 | Do. 
the Weiss Pillager Chippewa 864, 000. 00 
L-2 oo” | ea B 8, 500, 000. 00 | 
med L-5 _..| Seminole_. | 1,747, 447. 50 | $10,099.25. 
lion. I a ee Paapinintia aelieiecenani nmi 250, 000.00 | Dismissed. 
that L-i oath BR eet ec odae esa : an 226, 294. 20 
21 Saginaw et al. Chippewa 3, 101, 325. 60 
107 Northwestern Shoshones.-.......----- | 15,070, 000. 00 Do. 
udg- {-112 ..-| Warm Springs 5, 100, 000. 00 Do. 
f all 4 aa Winnebago : 1, 719, 000. 00 | Do. 
" 5 ...-| Sioux 16, 830, 802. 51 
ch 1 \-F31-{ é 8, 000, 000. 00 
llion 31-4... i 8, 000, 000. 00 
‘531-7 189, 369, 531. 05 
7, 083, 770. 93 
100, 000. 00 
15, 000, 000. 00 
40, 000, 000. 00 
1, 903, 023. 22 
62, 648. 89 
ary, Oe oe ~ 105, 024. 15 
and 96, 000. 00 
oF C-531-16__._.- 475, 953. 71 
C-531-17____- oa 200, 000. 00 
C-531-18._....|_ 1, 650, 000. 00 
C-531-19_____ 525, 000. 25 
C-531-20__._. : 25, 000. 00 
C-531-21__- ena nematainne ‘ ;‘ 100, 000. 00 
. on seas 685, 254. 75 
+ ~531-23_ 1, 525, 000. 00 
ndian 1; 750, 000. 00 
value 


isions 
st for 
2asing 


'aSes 











com- 
ecided 
re not 


cases. 
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CLAIMS INDEFINITE IN AMOUNT CLAIMED 


Docket No. Plaintiff Disposition 


K-336 Chickasaw Dismissed. 
369 Creek ‘ Do. 
373 do Do 
133 do 7 Do 
136 do 
2-137 do Do 
205 do Do 
Indians of California $5,024,842.34. 
Seminole 
do Dismissed. 
do Do 


do Do. 


do 


Yankton Sioux Do 
Menominee Do. 
do. Consolidated /ith $8,500,000 settlement 
do Dismissed. 
do Consolidated with $8,500,000 settler 
do... Dismissed. 
do__.- 4 ‘i Do. 
a Consolilated with $8,500,000 settleme 


Of the 75 claims cases listed above, 54 have been decided (44 dismissed, 10 awards) with a 


s of $14,302,557.70 on final judgments, or 4 percent of the $3,750 million possible liability sug 


rtment of Justice (appendix 2). 


APPENDIX 4 
TExAS CITY DISASTER GRATUITY 


Some 8,500 claimants instituted claims against the Government. The Supreme 
Court ultimately held the United States was not liable (Dalehite et al v. United 
States, 346 U.S. 15). Despite the Court adjudication of no legal liability, Con- 
gress felt a moral liability and enacted legislation to entertain the claims and 
make payment on the awards. 

At the time of Court litigation estimated damages claimed were $200 million 
At congressional hearings, lawyers for claimants reduced estimates to $60 million 
to $100 million (H. Rept. 1386, 83d Cong., 2d sess.). 

Best available figures indicate total claims now filed are about $68 million. 
No doubt they will be substantially reduced when awards are made, due to 
failure of proof. 


APPENDIX 5 


PARTIAL SUMMARY OF LEGISLATIVE HISTORY OF INDIAN CLAIMS COMMISSION Ai 
AND COMMENTS THEREON 


Jurisdictional acts up to the time of the Indian Claims Commission Act,’ with 
only a few exeeptions, limited jurisdiction to matters now embraced in section 
2 (1) or (2) of the Indian Claims Commission Act. Sut in the Indian Claims 
Commission Act the effort and purpose of Congress was to settle, once and for 
all, all claims, including claims for a taking of Indian title lands. 

The broad remedial purpose of Congress in enacting the Indian Claims Com- 
mission Act was stated by the House committee in its report, as follows: 

- It is essential that the jurisdiction to hear claims which is vested i! 
the Commission be broad enough to include all possible claims. If any class of 


One of the exceptions was the jurisdictional act under which a recovery 
original Indian title was allowed. United States vy. Alcea Band of Tillamooks 
40, 341 U. S. 48) The Court of Claims decision in 1945 (108 C. Cls. 494) was well know 
to those considering Indian matters. 
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elaims is omitted, we may be sure that sooner or later that omission will lead 
ty appeals for new special jurisdictional acts.” ? 

The chairman of the House committee (Mr. Jackson) stated in the debate 
n the Indian Claims Commission Act (May 20, 1946, Congressional Record, 
n 3314) : 

“| think, frankly, this bill goes to the real heart of this problem. If you are 
ever going to settle this Indian question in the United States, you have to settle 
these claims.” * 

Since Congress had previously enacted special jurisdictional acts authorizing 
tribes to present claims based upon original Indian title,‘ its announced purpose 
would have been frustrated if the act had not authorized the presentation of 
claims based on original Indian title.’ 

That was accomplished by the inclusion of the following language in section 
» of the act: 

“ * The Commission shall hear and determine * * * (4) claims arising 
from the taking by the United States, whether as the result of a treaty or 
ession or otherwise, of lands owned or occupied by the claimant without the 
ayment for such lands of compensation agreed to by the claimant; * * *.” 
Emphasis supplied. | 

There could be no doubt about the purpose of the language. 

Vhen Mr. Ernest L. Wilkinson, a lawyer representing a number of tribes, was 
alled on June 11, 1945, to testify before the House committee he suggested an 
mendment, as follows: 

“Claims arising from the taking by the United States without consideration 
ther as a result of a treaty cession or otherwise of lands occupied or possessed 
vy Claimant.” 

fhe precise language ultimately adopted was suggested on June 14, 1945, by 

Felix S. Cohen, Assistant Solicitor of the Department of the Interior at 
he sume hearing (p. 140). In a written draft of proposed amendments and 
eir significance submitted at the hearings (Id., p. 141) Mr. Cohen stated: 

reme “Additional [sic] of the new clause (5) ° would give express recognition to 
vited ne of the most clearly just and grievously resented classes of claims, that 
Con- growing out of the scattered instances where lands peaceably held under an uncon- 


and ‘ested Indian title have been expropriated without an act of cession on the part 
f the Indians, or where the Government has retained ceded lands notwithstand- 
lion g its failure to ratify or carry out the terms of the cession.” [Emphasis 
llion supplied. | 
Cohen’s language was then included in H. R. 4497, 79th Congress, as reported 


lion. by the committee, House Report 2693, 79th Congress, page 11." H. R. 4497 passed 
le tO a“ 


Rept. 1466, 79th Cong., 1st sess., p. 10. See also pp. 2, 5, and 14 of the same report. 
ed to settled claims as a condition precedent to settling “the Indian problem” has 
dely Known for many years. See the 1928 Report of the Institute of Government 
irch, Meriam & Associates, The Problem of Indian Administration, p. 805; hearings 
the Senate Committee on Indian Affairs on S. 2731, 74th Cong., 1st sess., 1935, 
Ss, 20: hearings before the Senate Committee on Indian Affairs, Survey of Conditions 
Indians in the United States, pt. 25, T2d Cong., Ist sess., Jan. 22, 1930, at p. 13409; 
stimony of Commissioner Meritt, at hearings before the House Committee on Indian 
on the appropriation bill for 1914, p. 99; and Annual Report of the Secretary of 
Interior for 1934, p. 83. Congress recognized this in enacting the Indian Claims 
ission Act and chose to settle all claims rather than use a piecemeal approach. 
: Other leaders in handling the legislation in the House expressed the need and intention 
“CTLON » dispose of all claims. See Congressional Record, May 20. 1946: Mr. Sabath, chairman, 
laims ‘ules Committee, pp. 5307-5308: Mr. Halleck, p. 53808; Mr. Jackson, chairman, House 
d for Committee on Indian Affairs, p. 5312; Mr. Mundt, ranking minority member on the House 
Cor ttee on Indian Affairs, pp. 5315-5516. 
715, 79th Cong., 2d sess., p. 6) declares an intention not 


with 


Senate report (S. Rept. 1 
inate any claims covered by the House bill 

Nez Peree (45 Stat. 1249): Coos Bay (45 Stat. 1256); Assiniboine (46 Stat. 531); 

Tillamooks (49 Stat. 801). 

While the Department of Justice unsuccessfully urged in the courts that the words 

‘ing under or growing out of original Indian title’ are absent from the Indian Claims 

ssion Act, and recovery should therefore be denied (this argument refuted in Otoe 

Vissouria Tribe v. United States, 131 C. 593 ; 131 F. Supp. 265, 271-272, 275-276, 

» (1955), the language offered by the Interior Derartment representative (Mr. Cohen) 
plained in the House report as meaning the same thing. 
‘Identical with see. 2 (4) of the Indian Claims Commission Act as finally adopted. 

While it has been unsuccessfully contended that “the first attempt to include claims 
pon immemorial possession in the Indian Claims Comission Act occurred during 
inlation of the conference report,” the foregoing legislative history demonstrates 
not true. The language proposed by Mr. Cohen is identical with the language con- 

the present section 2 (4) of the Indian Claims Commission Act. 
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the House and was referred to the Senate with the identical language suggesteq 
by Mr. Cohen. The language was stricken in the Senate with the assurajeo 
that it was not intended to deprive claimants of the right to invoke the jurisdic. 
tion of the Commission in any case which would have been cognizable under 
the language of the bill as passed by the House.” However, when the bill wept 
to conference the conferees restored the House language (former clause (5) ) ag 
clause (4) of section 2. The restored language embracing the claim based upop 
original Indian title, was adopted by both the Senate and the House and was 
contained in the bill signed by the President. 

Not only did the conference have before it the clear and unqualified statemep 
dat the early stages of the hearing by Mr. Cohen that this language includeg 
claims based upon “Indian title” but the official and mandatory statement to 
the House of the managers on the part of the House clearly demonstrates that 
it was the intention of the conferees to give jurisdiction to this Commission to 
hear claims based upon original Indian title. The statement of the House 
managers in discussing amendment No. 4 is as follows: 

“* * * The bill, as passed by the House of Representatives, enumerated six 
classes of claims cognizable by the Commission. The Senate, in the interest 
of simplicity, reduced these to three, being careful to state in its report, that the 
change was not intended to deprive the claimants of the right to invoke the 
jurisdiction of the Commission in any case which would have been cognizable 
under the language of the bill as it passed the House. Out of an abundance 
of caution the conferees reinserted two of the classifications struck by the Senate 
because they wanted to make sure that if any tribal claimant could prove facts 
sufficient to make a case under either of these classifications, the Commission 
would have authority to make an award to such claimant. * * * The second 
of these classifications covers claims arising from the taking by the United 
States of Indian lands, i. e., lands to which tribal claimants had ‘Indian title’ 
or the ‘right of Occupancy.’ Sometimes these lands were taken under the guise 
of unratified treaties, sometimes without any semblance of a treaty. The rein- 
sertion of this classification makes it plain that where claimant can prove suff- 
cient facts within the language of this classification the Commission has full 
authority to award proper damages therefor.” [Emphasis supplied.] 

The statement of the House managers was read in lieu of the conference re- 
port, so there can be no doubt as to the intent of the conferees being clear to the 
House when it adopted the conference report or that the purpose of the legisla- 
tion was clear to the President when he approved the measure. 

While it is true that the statement of the House managers is seldom before 
the Senate, and was not in this instance, unless the House managers are to be 
charged with misrepresenting the decisions of the conference which they are 
required by House rule to report in writing, then the Senate conferees must be 
taken to have similarly understood the action of the conference. 

The President was faced with the above-outlined legislative interpretation 
when he approved the measure. Even though he had previously vetoed juris 
dictional bills involving original Indian title of the Turtle Mountain Band of 
Chippewas and the Confederated Salish and Kootenai Tribes (not because they 
were Indian title claims but because they would allow interest on the award 
from date of taking to date of judgment), in his statement at the time of signing 
the Indian Claims Commission Act the President referred with approval to the 
national policy recognizing original Indian ownership, as embraced in the orii- 
nance of 1787, which reads in part as follows: ‘ 

“The utmost good faith shall always be observed toward the Indians; their 
land and property shall never be taken from them without their consent * * *” 
(1 Stat. 50, 52). 

The President stated: 

“This bill makes perfectly clear what many men and women, here and abroad, 
have failed to recognize, that in our transactions with the Indian tribes we have 
at least since the Northwest Ordinance of 1787 set for ourselves the standard of 
fair and honorable dealings, pledging respect for all Indian property rights.” 


8S. Rept. 1715, 79th Cong., 2d sess., p. 5. 
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WASHINGTON 6, D. C., February 27, 1956. 
Hon. JosepH C. O’MAHONEY, 

Chairman, Senate Committee on Indian Affairs, 

Senate Office Building, Washington, D. C. 


DeaR SENATOR: When we appeared at a hearing before your committee on Feb- 
ruary 21, 1956, to discuss proposed amendments to H. R. 5566, a bill to extend the 
life of the Indian Claims Commission, we were interrogated as to the standards 
being applied by the Commission and the reviewing courts in defining original 
Indian title and determining the measure of damages in cases based thereon. 
Answers were given by reference to some of the decided cases, and replies were 
made that we would not object to an amendment expressly incorporating these 
standards into the Indian Claims Commission Act, in order to allay any fears that 
might have arisen among Members of Congress respecting possible recoveries in 
original Indian title cases. We replied that we would not object to an amendment 
which merely adopted existing law in this respect, and we indicated that we 
would attempt to draft some such amendment for your consideration. 

We are convinced, however, that any amendment of the act would be unde- 
sirable. No matter how carefully we attempt to paraphrase the rules of decision 
worked out by the courts we cannot put together words which would foreclose 
arguments that there had been some intent to import new standards into the act. 
Any new language touching upon such a vital matter, no matter how artfully 
drawn, will inevitably require an authoritative judicial interpretation before its 
meaning can be taken as settled. ‘That would possibly delay the disposition of the 
affected cases another 2 or 3 years, at the least, to get such a determination 
through the Court of Claims with an application for review to the Supreme Court. 
It should be remembered, in this connection, that while the Indian Claims Com- 
mission Act contained language which its authors thought plainly adequate to 
cover these cases (and so stated in the reports), it has taken years to finally 
dispose of the Justice Department’s persistently contrary interpretation. 

Considering, therefore, the difficulties of devising language which would fore- 
stall all possible arguments that such an amendment had been intended to import 
some new standards into the act, and the delay which would result from the 
necessity of having a final judicial interpretation of any such language, and the 
actual satisfactory standards established by the cases under the present statute, 
we have, upon more mature reflection and consultation with others, returned to 
our original conviction that the wisest course of action would be to extend the 
life of the Indian Claims Commission without any other amendments to the act, 
and we again urge upon you the desirability of this course. However, since we did 
indicate our willingness to draft language along the lines discussed at the Feb- 
ruary 21 hearing, we are enclosing a draft with an explanatory memorandum. 
This represents our best effort to state the law as it is now being applied in 
unrecognized original Indian title cases. 

Please call upon us if you wish additional information. 

Sincerely, 
WILKINSON, Craaun, BarKer & HAWKINS, 
By Gien A. WILKINSON. 
Rosert W. BARKER. 


SUGGESTED AMENDMENT TO H. R. 5566 


At the end of the bill add a new section as follows: 

“Src. 3. (a) The first paragraph of section 2 of the Act approved August 13, 
16 (60 Stat. 1049, 1050; 25 U. S. C., sec. 70a), is amended by inserting before 
the last sentence thereof a new sentence as follows: 

‘‘No award based upon or arising out of unrecognized original Indian title 
shall be granted by the Commission under any provision of this Act except upon 
a finding that the lands covered by the award constituted a definable territory 
used or occupied exclusively by the claimant or claimants (as distinguished from 
lands wandered over by many tribes), and the measure of damages in any such 
case shall be the difference between the value of the land as of the date original 
Indian title was extinguished and the amount, if any, paid to the claimant, with- 
out any allowance of interest or other compensation for delay in making pay- 
ent, less any offsets as provided herein.’ ” 

Amend the title so as to read: “A BILL To terminate the existence of the 
Indian Claims Commission and to define standards of proof and measure of 
damages for certain cases in accord with existing law.” 
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STATEMENT RESPECTING ProposeEp AMENDMENT TO H. R. 5566 


It has been suggested that somme Members of Congress apparently have mis 
vivings about the extent of recoveries based on original Indian title which may 
be allowed under the provisions of the Indian Claims Commission Act. In orde; 
to allay any misgivings and correct any misunderstandings, it has been sye 
gested that there be included in H. R. 5566, extending the life of the Indian 
Claims Commission, language which would amend section 2 of the Indian 
Claims Commission Act so as to incorporate expressly within the act the judicia| 
standards which have been applied in prescribing the nature of proof required 
in original Indian title cases and in determining the measure of recovery in such 
ceases. To that end, it has been proposed that the Indian Claims Commission 
Act be amended by inserting before the last sentence of section 2 of that act 
the following language: 

“No award based upon or arising out of unrecognized original Indian title 
shall be granted by the Commission under any provision of this Act except upon 
a finding that the lands covered by the award constituted a definable territory 
used or occupied exclusively by the claimant or claimants (as distinguished 
from lands wandered over by many tribes), and the measure of damages in any 
such case shall be the difference between the value of the land as of the date 
original Indian title was extinguished and the amount, if any, paid to the 
claimant, without any allowance of interest or other compensation for dela) 
in making payment, less any offsets as provided herein.” 

The above amendment has two features: (1) The statement of what must 
be found to sustain an award based upon unrecognized original Indian title 
und (2) the statement of what will be the measure of damages in any such case 
Both provisions confirm existing law. They are not intended to enlarge or 
diminish jurisdiction of the Commission, or to alter the standards respecting 
title and measure of damages applied by the Commission and courts under the 
act. 

The provision respecting the elements which must be found to sustain a 
award based upon unrecognized original Indian title is based upon the standaris 
prescribed by the courts, as recently summarized by the United States Suprem 
Court in the case of United States v. Santa Fe Pacific Railroad (314 U. 8. 335 
345) : 

“If it were established as a fact that the lands in question were, or were il 
cluded in, the ancestral home of the Walapais in the sense that they constitute 
definable territory occupied exclusively by the Walapais (as distinguished fro 
lands wandered over by many tribes), then the Walapais had ‘Indian title’ * * *." 

One of the classic statements of the nature and extent of use or occupancy re 
quired to prove original Indian title was given by the Court of Claims in the cas: 
of The Choctaw and Chickasaw Nations v. United States (34 C. Cls. 17, 51): 

“In all cases there must have been * * * some mastery of the tribe over tli 
soil to the exclusion of others, or the joint possession of two or more tribes su 
as gave to each something of a fixed habitation or use of the land as hu 
ground to establish a title by occupancy.” 

And in the ease of the Fort Berthold Indians v. United States (71 C. C) 
384), the Court of Claims further stated : 

“The Supreme Court has repeatedly held that the Indians’ claim of right 
occupancy of lands is dependent upon actual and not constructive possession.” 

But in defining “use” or “occupation” or “possession,” reference bas always 
been to standards of the Indians’ own economy and culture, as stated by t! 
United States Supreme Court in the case of Mitchel v. United States (9 Pet 
U. S.) 711, 746) : 

“Indian possession or occupation was considered with reference to their |! 
and modes of life; their hunting grounds were as much in their actual possessio! 
as the cleared fields of the whites; and their rights to its exclusive enjoyment in 
their own way and for their own purposes were as much respected, until they 
abandoned them, made a cession to the Government, or an authorized sale t 
individuals.” 

In the case of the Pawnee Indian Tribe of Oklahoma vy. The United states 
(1 Ind. Cls. Comm. 230, 258-262), the Indian Claims Commission adopted the 
above standards for application under the Indian Claims Commission Act, 
stating: 

“It is well settled that where a claim is based on original Indian tit! 
pancy of the claimant tribe to the exclusion of other tribes [is] necessary * 
(pp. 258-259). 
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And the Commission further stated: 

‘Tt is true the jurisdictional provisions of the Indian Claims Commission Act 
ye broader than those contained in prior acts of Congress authorizing the 
adjudication of Indian claims, but this does not permit the Commission to deviate 
from these requirements made by the Supreme Court, as to what is necessary 
to establish original Indian title in land” (Id., at p. 262). 

The use of the phrase ‘original Indian title” in the proposed amendment is 
not intended to suggest any distinction between that phrase and equivalent 
nhrases which have been used by the courts, such as “aboriginal Indian title,” 
“Indian title,” “Indian right of occupancy,” “aboriginal use and occupancy,” 
“immemorial use and occupancy,” etc. The qualifying word “unrecognized” has 
been used, because, as the law now stands, where the Indians’ title to land has 
heen recognized by the Government, factual proof of actual use and occupancy 
is not required. 

The language of the proposed amendment, prescribing the measure of damages, 
adopts the rule which has been applied by the courts heretofore in unrecognized 
original Indian title cases. See Alcea Band of Tillamooks v. United States (115 
(. Cls. 463 (reversed as to interest, 341 U. S. 48)), Rogue River Tribe of Indians 
et al. v. United States (116 C. Cls. 454, cert. den. 341 U. S. 902) ; Otoe and AMis- 
souria Tribe of Indians v. The United States (131 C. Cls. 593, cert. den. 350 U.S. 
\48). It expressly excludes any allowance of interest or any other increment 
as damages for delay in making payment, such as is normally allowed in com- 
puting just compensation. Therefore, as to claims based upon unrecognized 
original Indian title, there will be no liability upon the part of the Government 
to pay interest on the value of the land going back many years to the date when 
the Indians lost their interest in the land. Otherwise, the language of the 
amendment is intended to adopt the settled rules of valuation applied by the 
ourts in determining just compensation, See United States vy. Miller (817 U.S. 
369), Klamath Indians vy. United States (85 C. Cls. 451, affirmed 304 U. 8S. 119), 
Shoshone Tribe of Indians v. United States (85 C. Cls. 351, affirmed 304 U.S. 111). 

Respectfully submitted. 

WILKINSON, CRAGUN, BARKER & HAWKINS. 

FEBRUARY 27, 1956. 


Antirrusr Drvision 


STATEMENT OF STANLEY N. BARNES, ASSISTANT ATTORNEY 
GENERAL, ANTITRUST DIVISION, DEPARTMENT OF JUSTICE 


[ICA CASES AGAINST OIL COMPANIES 


Senator Dirksen. Mr. Chairman, I thought for the record that 
Judge Barnes might amplify for us just a little the so-called ICA 
cases against the oil companies. There was a little statement in the 
House hearings on it, but I think since it involves a very substantial 
amount of money you may want to say something about it. 

Senator O'Manonry. Could I state at this time that I am retiring 
only because [ am: not a member of this committee and I would rather 
sit and listen to the testimony than to go to work as I am about to do. 

Mr. Barnes. Thank you, Senator. 

Senator Dirksen. There is a statement in the report about activities 
resulting from certain legislation we passed last year and for litiga- 
ton in behalf of the International Cooperation Administration against 
several major oil companies involving approximately $100 million. 

Mr. Barnes. There are three suits presently on file. They were filed 
in 1952. They involve a very complicated factual problem and new 
legal paths by reason of the fact that it was necessary to meet a unique 
factual situation. That was to supply funds to some of the stricken 
countries to purchase raw materials. Those purchases were made, and 





490 SECOND SUPPLEMENTAL APPROPRIATION BILL, 1956 


then to be transferred to these various countries. The simple theory of 
these three pieces of litigation is that the United States Government 
was overcharged. 

To some extent the Government got paid in counterpart funds fron 
these other countries. Nevertheless, the Justice Department did file 
an original complaint, and an amended complaint, based on certain 
theories. That was before it was handled within the Antitrust Dj- 
vision. 

The original suits asked the following sums: Against the Standard 
Oil Company of California, $21,427,000; against the Socony-Vacuun, 
$16.5 million; against Standard of New Jersey, almost $36 million. 

After an exhaustive investigation of the facts, we have changed our 
theory and we have cut down the period of time during which we 
have alleged that improper prices were assessed against the Govern- 
ment, but strangely enough, by adopting different theories as to the 
determination of the values that went into making up these charges, 
we have increased the damages prayed for in each complaint. 

Against Standard of California, we have increased it from $21.5 
million to $37 million, roughly, under one theory, and to $66 million 
under a second theory. 

Against Socony-Vacuum, the prayer for $16.5 million is increased 
to $28 million under one theory, to a little more than $49 million under 
another. Against Standard of New Jersey it was increased from 
$36 million to $68 million, and $111 million respectively. 

So there are possible recoveries totaling more than $225 million 
under one theory, and totaling $125 million under the second theory. 


RECAPTURE OF OVERCHARGES PAID 


Senator Dirksen. The money has actually been paid by ICA, as I 
understand, for the goods that were delivered ? 

Mr. Barnes. That is corect. 

Senator Dirksen. So this is for a recapture on the ground that it is 
an overcharge? 

Mr. Barnes. That is right. We have dropped all allegations of 
fraud against these companies. It is merely a question of renegotiat- 
ing, very similar to the renegotiations of other contracts during the 
war. 

Senator Dmxsen. Now, do similar situations arise with reference 
to the delivery of other types of supplies and equipment and material 
for the account of ICA? 

Mr. Barnes. Not to my knowledge, because this was a peculiar 
arrangement based upon the price of oil, which is a ee for- 
mula because it bears no relationship to the cost of production, pat- 
ticularly in the Near East. 

Senator Dirksen. But there are no recovery suits in your shop at 
the present time relating to other matters in which the Foreign 
Operations Administration was involved. 


ANTITRUST CARTEL CASES 


Mr. Barnes. There are none in my shop. Now, I want to be frank 
with you there, Senator, and say that these three cases are the only 
ones of this type of litigation that are in the Antitrust Division. They 
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were transferred to our Division by the Civil Division, first, because 
they were Somewhat monumental in size, and our setup could handle 
them a little better, and a little more efficiently in the opinion of the 
Attorney General, and secondly, because we have pending somewhat 
comparable factual issues in the so-called Antitrust Cartel case against 
some of the same defendants involving the production of oil in the same 
area, Where this applies. 

Senator Dirksen. To what extent in view of the status of this mat- 
ter, are you at liberty to make a rather amplified statement on the 
factual details, because we will have before us again, soon, I presume, 
the Foreign Aid Act, the appropriations for foreign aid, and I pre- 
sume it will be of some interest to the members certainly in seeking to 
spell out the requrements and demands of that act. _ 

Mr. Barnes. I would suggest, Senator, that we file with you copies 
of the second amended complaints, which are narrative in form and 
extremely detailed in their characterization of the transactions. I 
think just one of those three complaints would give you a pretty good 
picture of the theory and problem that exists. 


PROSECUTION OF JAPANESE CLAIMS 


Senator Dirksen. Mr. Chairman, I have one question for Mr. 
Andretta. Mr. Andretta, I notice under those Japanese claims that 
there are still 1,961 claims as of the most current reporting date, and 
that the amount involved is $53 million. Now, if you are only adjudi- 
cating these at the rate of $700,000 a year, and last year there were 


only 288 claims, you will be at this thing an interminable time. 

Mr, AnprErra. The claims that we are in here now to get money for 
ure under the act that Congress passed permitting us to adjudicate 
claims involving $2,500 or less. They are what we call the pots and 
pans cases. We have just cleaned those out of the way and that is what 
we come into get the appropriations for. The others left now are 
the hard core cases that will either have to be decided through ad- 
ministrative processes or handled in the courts. 

Senator Dirksen. Well, are those the 1,900,016 cases? 

_ Mr. Anprerra. Yes, sir, those are the ones that involve more than 
92.500. 

Senator Dirksen. You got out 288 claims last year ? 

Mr. Anpretra. Yes, sir. 

Senator Dirksen. Assuming that you carry that on at the same 
rate, you will be 7 years. 

Mr, AnpreTra. We got rid of over 20,000 claims. 

Senator Dirksen. Those were the little ones. 

Mr. ANpretra. Now, these that are left here—we are going to have 
to go through the courts if they do not settle them. PPA 

Senator Dirksen. I thought that we must have a jumping-off place 
on these at some time. We just settled, and as a matter of fact there 
isa bill on the calendar that is the last claims under alien property 
relating to World War I. So, you see, that is 38 years ago, and here is 
another group. 
jhairman Haypen. In another 38 years we can settle up World War 

Jusiness. 


: Senator Dirksen. I will not live long enough to get all of this work 
one, 
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SUBMISSION OF REPORTS TO CONGRESS 


Mr. Anpretra, Senator Bridges asked me some questions about tha 
and I wanted to answer when he was here. It was chiefly relative to 
the acts of Congress in putting this burden on the Antitrust Divisio 
and then where the reports were going to go that were required to be 
filed. | 

Mr. Barnes. I have that information. We are asking for funds | 
enable us to make these reports first as to the Small Business Admi) 
istration, and secondly, as to the Defense Production Act, and thirdly, 
as to the synthetic-rubber-industry disposal, and fourth, as to the oi! 
compact, and the performance of the individual States under that 
compact. 

OIL COMPACT REPORT 


That oil-compact report is a monumental task. No report has yer 
been made, and it will be many months before that report ts ma le. 

Chairman Haypen. That is known as the Connally Hot Oil Act’ 

Mr. Barnes. It is not exactly that. It is a more recent enactment 
It was kind of a watchdog provision that was placed by the Congress 
on the extension of the oil compact permitting the ‘States to jour 
together. 

SMALL BUSINESS REPORT 


For the first time under the Small Business Administration Act, 
1 mentioned, the Attorney General is required to make a report from 
time to time as he sees fit. That was language which formerly existed 


in the Defense Production Act. Pursuant to that instruction we have 
made our first report under the Small Business Act, under date of 
November 9, 1955. That report was sent to the President, of course, 
and the Vice President, the Speaker of the House, and to the following 
Senators. (I am not going to mention where it went in the House 
unless you desire me to, but merely to indicate what Senators.received 
it.) 

Chairman Haypen. Normally a communication of that kind fro 
the executive department would be referred to the proper committee 
of the Senate. Was that done in this case, the Small Business 
Committee ? 

Mr. Barnes. Yes. In addition it was sent to Senators Kilgore. 
McClellan, Magnuson, Russell, Fulbright, Douglas, and Sparkman. 
all of whom received copies as chairmen of various committees that 
might be interested. 

Chairman Haypen. Mr. Sparkman was the chairman of the Smal! 
Business Conimittee ? 

Mr. Barnes. In that particular case, on this small business re- 
port, we not only sent it to those Senators whom I have mentione 
as chairmen of the various committees, but to each Senator who is « 
member of the Smal] Business Committee, namely Senators Kilgore, 
Long, Morse, Thye, Saltonstall, Schoeppel, Duff, and Goldwater. 

Now, the Defense Production Act is a little different. We made 
our first report there on November 9, 1955, and our second report is 
of February 9, 1956. Then there was a supplemental report to our 
February 9 report, made on February 20, 1956. Those reports went !0 
Messrs. Magnuson, Russell, Sparkman, McClellan, Douglas, and Kil- 
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~ vv reason of their chairmanship of certain committees, and also 
ator Capehari, because of an expressed interest in some of the 
rs contained therein, and then, the February 20 report also 
to Senator Fulbright because of some correspondence that he 
addressed to the Department of Justice with relation to some 
ie problems raised therein. 


FORM OF REPORTS 


hairman TLaypen. How are these reports prepared? Are they 
tigraphed or printed / 
Mr. Barnes. They are multigraphed. 
Chairman ITayprn. My suggestion would be that you add to your 
not only the chairmen of each committee, but the ranking member 
of the minority, and then both groups have notice of it. 
Mr. Barnes. I know that we did that on our rubber-disposal re- 
ports, Mr. Chairman, because we thought both sides of the aisle would 
e interested. We shall be happy to do that in the future. 
Chairman Haypen. All right. 
Mr. Barnes. In view of Senator Bridges’ remarks, we will make 
e that he receives copies of everything. 
Chairman ILaypen. Thank you for your appearance. 
(Thereupon, at 12:45 p. m., Friday, March 23, 1956, the committee 
recessed, to reconvene on Monday, March 26, 1956. 
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MONDAY, MARCH 26, 1956 


Unrrep States SENATE, 
CoMMITTEE ON APPROPRIATIONS, 
Washington, D. C. 
The committee met at 10:10 a. m., pursuant to recess, in room F-37, 
the Capitol, Hon. Carl Hayden (chairman) presiding. 
Present: Chairman Hayden, Senators Ellender, Holland, and 
Smith. 


CIVIL FUNCTIONS—DEPARTMENT OF THE ARMY 
Corrs or ENGINEERS 
OPERATION AND MAINTENANCE, GENERAL 


STATEMENTS OF COL. G. H. WALKER, EXECUTIVE, CIVIL WORKS; 
(. C. BURGER, JR., ASSISTANT CHIEF, OPERATIONS, CIVIL 
WORKS; MISS JULIETTE P. SMITH, ASSISTANT BUDGET AND 
PROGRAMS, OFFICE OF COMPTROLLER; AND B. J. TOFANI, CHIEF, 
PROGRAMS, CIVIL WORKS, CORPS OF ENGINEERS 


JUSTIFICATION 


Chairman Haypen. It is my understanding that in chapter XIV of 
the bill, carrying funds for increased pay costs, the bill as passed by 
the House represents a slight reduction in the budget estimate for the 
following appropriations, but that you are not appealing the House 
action: The budget estimate for “General investigations” was $115,000 
and the House allowed $100,000, leaving an amount to be absorbed of 
$38,000; The budget estimate for “General expenses” was $585,000; 
the House allowed $550,000, leaving an amount to be absorbed of 
$50,000. 

Colonel Waker. That is correct, sir. 

Chairman Haypen. The justifications for these items will be placed 
in the record. 

(The justifications referred to follow :) 


JUSTIFICATION OF SUPPLEMENTAL Estimate, Crvit Functions, Fiscat Year 1956 


GENERAL INVESTIGATIONS, CORPS OF ENGINEERS, CIVIL 


The Congress appropriated $5,940,000 in the regular fiscal year 1956 appro- 
Priation for the prosecution of reports and for carrying out other activities 
at pay scales for civilian employees applicable at the time of the congressional 
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hearings. The total additional cost of $138,000 due to Civilian pay increas. 
cannot be absorbed without a corresponding reduction in the volume or quali nh 
of the work expected to be performed by the Congress. A supplementa 

propriation of $115,000 is required to partially cover the cost of the pay incr 

The additional appropriation of $330,000 contained in the Urgent Deticig 
Appropriation Act for the Northeast flood studies and the Delaware River , W 
port is based on the revised pay scales. 

The budget estimate for “General expenses for fiscal year 1956" was $940) 
000 which was reduced by congressional action to an appropriation of $9,300.00) 
The amount of the budget estimate was defended upon the basis of the |; 
dent’s budget request for the civil-works program under the civilian pay s 
then existing. Congress in appropriating funds for fiscal year 1956 add 
substantial number of new starts which imposed an additional workload , 
the Executive direction and management functions of the Corps of Engin 


The urgent deficiency appropriation of February 14, 1956 further incresseq 0 
this workload but the Congress partially compensated for this by appropriat 
$30,000 for “General expenses.” Although every effort is being made to e; 
out the program with reduced funds for general expenses, it is not possible : 
absorb the total cost of the civilian pay increase of $600,000 without serious) ’ 
affecting the conduct of the program during fiscal year 1956. A supplemen 
appropriation of $585,000 is esential if the Executive direction and manageny 
functions of the Chief of Engineers are to be carried out properly. ‘ 
OPERATION AND MAINTENANCE, GENERAL : 
Chairman Haypen. Under the appropriation title “¢ )peration 
maintenance, general,” you have a budget estimate of $15,350,000 0 > 
which $350,000 is for pay cost increase, and $15 million is to reimbu 
the emergency fund for the cost of fiood fighting and rescue work. 
The justifications will be placed in the ree ord at this point. ¢ 
(The justifications referred to follow :) 
OPERATION AND MAINTENANCE, GENERAL, CORPS OF ENGINEERS, CIVIL \ 
5. Emergency operations - 
(ec) Emergency flood-control activities —Under the authority provided | 
Public Law %, 84th Congress, the following flood-control work is undertake , 
whenever and wherever required: flood emergency preparations; flood fighting 
and rescue operations; and emergency repair and restoration of flood-cont! 
works such as levees which are threatened or destroyed by flood. The funds ' 
expended for the accomplishment of such emergency work are derived from 4 
emergency fund authorized by Public Law 99 in the amount of $15 million to | 
replenished on an annual basis. As of November 30, 1955, and prior to the ma, 
floods in the Far Western States, the sum of $7,900,000 remained unallocated i! 


this emergency fund. 

The disastrous and record floods in California, Oregon, and Nevada whi 
occurred in late December made it necessary that all available unallocate 
emergency funds, with the exception of $400,000 to cover already reported a 
additional requirements in other areas, be committed toward the requirements 0! 
flood fighting and rescue work, and the repair and restoration of damaged flood 
control works. These requirements are currently estimated at $15 million 
California and $1.5 million in Oregon, a total of $14.5 million, In particulat 
much repair work is required on sections of the extensive levee systems along thi 
Sacramento River and the lower San Joaquin River which were severely damage 
and in some cases breached. While these levee systems suffered considera) 
damage they prevented many millions of dollars of flood damage to valuable 
agricultural lands and population centers in the Central Valley of California and 
their restoration as well as the repair of flood-control works elsewhere in tle 
disaster areas will afford benefits of millions of dollars. 

The $15 million requested is considered the minimum amount necessary 
scheduling current emergency work and for providing a necessary reserve in | 
emergency fund for flood fighting and emergency repair of flood-control works. 0! 
other river basins throughout the country as may be required. 

Increased pay costs.—The budget request for “Operation and main 
“funds for fiscal vear 1956 was §&83,560,000. The actual appropriation 
$83,030,000. Every effort is being made in the prosecution of the operation 





SECOND SUPPLEMENTAL APPROPRIATION BILL, 1956 497 


enunce program to accomplish all of the most essential work contemplated 
pudget request, but it is not considered practicable to absorb the entire 
ional expense of the civilian pay increase authorized in the last session of 
cress without a corresponding reduction in the quantity and character of the 
o be performed, A portion of the additional cost due to the civilian pay 
can be absorbed, but it is necessary to request a supplemental appropria- 
the amount of $350,000 in order that the program of the most essential 
may be satisfactorily prosecuted. 


GENERAL STATEMENT 


Chairman Haypen. The House has allowed the full amount of the 

lvet estimate. Will you explain the need for these funds at this 
time? Please make your statement, sir. 

Colonel Waker. With regard to the general expense and general 
investigations items to take care of the pay increases in those two 
functions, we are accepting the amount specified in the House bill. 

th regard to the emergency funds under Public Law 99 of the 
stth Congress, we are authorized to maintain a fund of $15 million 
for the purpose of flood fighting, restoration of flood-control works 
nd other emergency activities connected with floods. 

We had, at the time of the west coast floods in November, some 
$7,900,000 in that fund, but we had requirements during the west 
coast floods for $14.5 million and we have estimated requirements 
n other parts of the country totaling about $3.4 million. This has 
viven us a deficiency, then, in effect, of about $10 million for which 

sare authorized to borrow from other civil-works funds, sir. We 
we now asking for $15 million to restore the emergency fund. This 
will allow us to repay the $10 million which we have borrowed and 
give us a start of about $5 million to carry on emergency work. This 
request. represents a separate and distinct requirement from the 
$31,600,000 which was appropriated by the Urgent Deficiency bill, 
1956. The letter covered operations by the Corps of Engineers for 
FCDA under Public Law 875 in the aftermath of the New England- 
North Atlantic floods. 

Chairman Haypen. That seems to be cleat 

Senator ELLENDER. That will leave you w ith a fund of $5 million for 
this year? 

Colonel WaLker. Yes, sir. 

Senator EL.Lenper. Is that sufficient ? 

Colonel Waker. Yes; that appears sufficient at this time, sir. 

Senator ELLeNnper. In regard to this other amount that you said 
you would absorb in salaries, from where would that come ¢ 

Colonel Watker. Are you referring to the general expense and 
general investigation items? 

Senator EumEenper. Yes; you said you would absorb a part of it, as 
| understood. 

Colonel Wanker. Yes; we will. 

Senator KLLenperR. How much will you absorb? 

Colonel Wanker. In the general expense item we are absorbing 
abou t $50,000. 

Senator ELLeENpER. You ti ake that out of the overall appropriation ? 

Colonel WaLker. Yes. sir; out of. our overall appropriations for 
general expenses, sir. 

Senator Enienper. No project will suffer by that? 





498 SECOND SUPPLEMENTAL APPROPRIATION BILL, 1956 


Colonel Waker. That is correct. No project will suffer, sir. () 
general investigations we are absorbing about $38,000. Likewise, we 
cannot pinpoint any particular projects that will suffer by that re- 
duction. 

Chairman Haypen. I was going to ask about the next item. 


FLOOR AMENDMENT 


There was an amendment on the floor of the House for $25,909 
for Kalamazoo River, Mich. Will you explain the problem in thai 
area? How does the urgency for maintenance in this area compare 
with the problem in other areas of the country? We have no record 
at all except that it was offered on the floor and adopted. There was 
no adequate explanation made of it. 

Senator Extenper. That is that $25,000 item, I understand, for 
Kalamazoo River ? 

Colonel Waker. Yes, sir; which would take care of the main- 
tenance at Saugatuck Harbor, at the mouth of the Kalamazoo River 
where it flows into Lake Michigan. 

Senator ELLENpeR. Why was it necessary to have added that partic- 
ular amount? Why could you not have taken it out of the $5 million’ 

Colonel Waker. The $5 million are reserved for emergency flood 
operations. This item of $25,000 is a regular maintenance dredg- 
ing project. It is not in the nature of the flood emergency which is 
the purpose of the other funds, sir. 

Senator Extienper. Well, the $25,000 should come in the regular 
appropriation ; should it not? 

Colonel Warxer. Yes. We were not able to accomplish this item 
within our regular appropriation because of the higher priority which 
was given the other projects, sir. 

Senator Eitenper. Is it a bad idea to mix that with your emergency 
funds? 

Colonel Waker. We did not ask for it, sir. This was an amend- 
ment which was added. 

Senator ELtenver. Do you have any objections to putting it in? 

Colonel Watker. We have no objection to it; no, sir. 

Senator ELLenper. Has it ever been done before? 

Colonel Waker. I don’t know that I am prepared to answer that. 
sir. 
Senator ELtenper. I thought, just offhand, that it should have come 
in the regular appropriation. 

Mr. Burcer. Very rarely, Senator, has it ever happened before. 

Senator Exitenper. Would it be in order to provide for it sepa- 
rately rather than mix it with your emergency fund? My fear is that 
later on they might take a dip into it and use it for regular funds: 
here you are asking for money that ought to be regularly appropri- 
ated, not taken from the emergency fund. ‘ 

Colonel Waker. As I said, sir, we did not request this item of 
$25,000. We requested only the emergency item and there is another 
$350,000 which we have requested for pay increases for personnel in 
the regular operations and maintenance program, sir. 

Chairman Haypen. I think what Senator Ellender has in mind 1s 
that, if we are going to appropriate this money, we should set it up 
in our report as a separate item to indicate that it is a piece of regular 
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operation and maintenance, and not connected with emergency. In 
the House there was added $25,000 to an emergency appropriation and 
egrmarked for a normal activity. 

Senator ELLenper. Let me ask you this: Can you tell us whether 
or not this work could wait until the regular appropriation is made? 

Colonel Wauxker. There is a heavy shoaling in the area, sir. How- 
ever, we have not classed it as an emergency operation, so that it could 
wait. I should point out however that both emergency funds for use 
under Public Law 99 and normal maintenance funds are properly 
included under the appropriations. for operations and maintenance, 
general. 

Senator ELtenper. It could wait until a regular appropriation ? 

Colonel WALKER. Yes, sir. 

senator ExLeNper. Mr. Chairman, personally I would rather do 
it that way than start using a request for emergency funds for some- 
thing that does not come within the definition of an emergency. 

Chairman Haypen. That certainly ought not to be included in the 
emergency fund. The sole question would be that, if allowed, it would 
be set up as a separate item in the report just like an ordinary 
appropriation. 

Senator ELLenper. I imagine that we could do that if we desire 
to do it, but then we would have to have evidence to indicate that it 
it urgently necessary, and the colonel says that it is not, that it could 
wait for the regular appropriation. 

Chairman Haypen. I think you ought to put a statement in this 
record of just what the situation is at that place, how navigation has 
heen interrupted, how the shoaling is taking place. If we had the 
facts, then the committee could pass upon it. 

Senator ELtenper. And also gives us your recommendations as to 
whether or not it is of such a nature that you need the money now, or 
whether it could wait for the regular appropriation. 

Colonel Waker. You would like this for the record, sir? 


PREPARED STATEMENT 


Senator ELLeNper. Yes, so that we can make a determination when 
the committee as a whole considers the appropriation. 
(The information referred to follows :) 


Saugatuck Harbor and Kalamazoo River, Mich., is located on the east shore 
of Lake Michigan about 7 miles south of Holland Harbor and about 20 miles 
north of South Haven Harbor. The existing project provides for an entrance 
channel 16 feet deep and an inner channel 14 feet deep protected by entrance 
piers and revetments along the portion of the 14-foot channel. The project was 
completed in 1911 and was last maintained in 1951. 

Since the channel was last dredged, a substantial amount of shoaling has 
occurred, the present controlling depth being about 5 feet in the entrance 
channel. Restoration of the channel to a depth of 12 feet is estimated to cost 
$21,000. However, in order to secure lasting benefits of dredging operations 
the restoration of some 300 feet of the south revetment would be required. The 
estimated cost of the work is $225,000. An additional amount of $50,000 would 
he required to repair other portions of the existing revetments. 

While hardship conditions exist in regard to the utilization of the channel 
at this locality, funds have not been budgeted or allocated for work on the 
)roject due to the fact that an economic analysis study made in November 1953 
indicated that benefits were largely recreational rather than commercial and 
continued maintenance was not economically justified. A review of the project 
economics based on present utilization of the navigation facilities is being made 
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and it is considered that any funds for accomplishment of further maintenyyp, 
operations if justified could be provided in a regular appropriation for “Operati,), 
and maintenance, general.” While the need for dredging of this harbor is recog 
nized as well as many other similar waterways, this project cannot be singled 
out for a recommendation for a supplemental appropriation. 


~ 


Senator Evienper. This $350,000 that you speak of is merely to 
comply with recent increases provided for by congressional acts? 
Colonel Warker. That is correct, sir. 


STATEMENT OF SENATOR POTTER 


Chairman Haypen. Senator Potter had to preside at another com. 
inittee meeting this morning and could not be here. He has requested 
permission to file a statement concerning this amendment. His state- 
ment will be placed in the record at this point. 

(The statement referred to follows:) 


STATEMENT OF SENATOR CHARLES E. POTTER CONCERNING DREDGING OF KALAMA 
RIVER 


Mr. Chairman, there are a number of good reasons why this $25,000 iten 
should be made available for the dredging of the Kalamazoo River where i 
tlows into Lake Michigan at Saugatuck Harbor. In the first place, the Corps « 
Engineers itself recognizes the need of this dredging and has so reported. Lia 
of dredging is causing a sand delta to obstruct the mouth of the harbor. Th 
inevitable result will be a backing up of the water in Kalamazoo Lake and the 
flooding of the local community, or a breakthrough at some other point in th 
shoreline. 

sefore the dredging of the river was undertaken, prior to 1916, such a « 
dition did occur, and the mouth of the river, where it emptied into the lake, was 
shifted. Such a condition developing at the present time would render th 
harbor improvements utterly worthless. This, of course, would be very p 
business indeed of our Government. 

In addition, it would have most adverse economic effects upon the econom 
of the area. In the village of Saugatuck there is $1,071,711 worth of resort 
property on the basis of assessed valuation, and in the village of Douglas 
$456,650 worth of resort property. These figures are, 30 and 40 percent 
actual price respectively. 

This value is here only because of the proximity of Lake Michigan and t! 
Saugatuck River, which affords permanent summer residents access to thei! 
homes by water from any point on the Great Lakes, and also a harbor for the 
boats. For transient resort trade, which is the backbone of the econom 
the area, and hundreds of boats coming and going in the harbor, along with th 
availability to the resorter of being able to move from river to lake for swi 
ming, boating, scenic views, water skiing, etc., it is the main attraction i 
the area. 

The commercial fishing industries in this area are directly dependent upon this 
harbor and its facilities for their existence. These industries also represent ; 
fair part of the local economy. The marine installations consisting of Saugatu 
Marine, MacArthur Marine, and Hiestand Boat Livery, all draw their and the 
employees year-round monetary existence from the Saugatuck Harbor. The 
gross income for this area for the year 1955 was $1,163.582.14. The basi 
figures for this statement were taken from the Michigan Department of Revenu 
Sales Tax Collection, from the county of Allegan. In figuring the cost benefit 
ratio, the United States Corps of Engineers allows $45,045 value through the 
port. Assuming that ultimately this figure represents a 10 percent net pro! 
and if this is true, extending this figure to $450,450 and comparing it to th 
gross income of $1,163.582.14 we find that the income derived from business 
coming through the pier heads at Saugatuck Harbor amounts to 38 percent «1 
the entire gross. 

These are extremely important reasons why the people of the Saugatuck 
Douglas area are so concerned in seeing that they get emergency aid this spring 
in the way of dredging of the Saugatuck Harbor. 

I am given to understand that the Corps of Engineers has assigned « henefil 
cost ratio to this area of 0.19 to 1. This benefit-cost ratio, of course, was based 
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ively upon fishing in the area. Taking into consideration the fishing industry 
0 ether with the resort trade, boating, etc., the latest figures furnished by the 
; rbor authorities show a cost bene fit ratio of $1.39 to $1. Commercial 
sh production at the port of Saugatuck in the year 19538 was $41,433.31. In 

and, “commercial fish production at the port was $39,893.31, and in 1955 it was 
wo270. Lam reliably advised by one of the fishing authorities in the State of 

ichigan that with proper dredging, the fishing production in the arex is expected 
oe a very sharp rise and that it would be very poor business indeed not to 
,ave the harbor dredged. The people of the community realize their community 
sa small one and the Corps of Engineers, as well as other Government agencies, 
ire very busy on projects calling for millions and hundreds of millions of dollars. 

However, the people of this Community pay their share of the taxes and just 
ecquse they are few in number and the total of the taxes they pay is compara- 
ively little, they cannot be convinced that their interest should be wholly dis- 
egarded. We well know that billions have been spent abroad, that water- 
vays in other countries are being improved, kept open with tax dollars, and 
ystifiably they have reached the conclusion that they have been discriminated 
ialnst. 

Now, aS I have indicated previously, a sand bar has formed against the 
eptrance to the channel and they just cannot understand why, inasmuch as 
they have always contributed their fair share of the tax bill, toward the con- 
struction and maintenance of other Federal projects, they should not receive 
onsideration—at least equal to that given to other communities. 

It would seem as though this community is entitled to the expenditure of at 
least a comparatively small sum to enable their boats and the boats of those who 
ould operate commercial and pleasure craft to get in and out of the harbor. 

From the practical standpoint, unless the harbor is dredged, the Kalamazoo 
fiver Will do what it has in the past, that is, break another channel through to 
the lake 

For more than half a century the village of Saugatuck has had the favored 

uitation of being one of the most popular yacht harbors in the State of 
Michigan. Thousands of yachts and cruisers from all ports of the Great 
Lakes have anchored in this harbor. We all know that resort and tourist trade 

s one Of the major parts of our economy in Michigan and this certainly is 
ne important segment of it. The Corps of Engineers has recently been pro- 
ided with new data which will show that the benefit-cost ratio now is $1.39 to 
Stand I am sure that upon appropriate review of this information the Corps 
f Engineers will assign to this port its proper economic importance. Certainly, 

he House in its wisdom saw fit to allow this $25,000 item for the necessary 
edging, I do not feel that we should remove it from the supplemental oppro- 

tion. I respectfully request, therefore, that we retain this item. 


TREASURY DEPARTMENT 
Bureau or Accounts 


STATEMENTS OF ROBERT W. MAXWELL, COMMISSIONER OF AC- 
COUNTS; WALLACE E. BARKER, JR., ASSISTANT COMMISSIONER 
FOR ADMINISTRATION; AND ROGER E. SMITH, BUDGET AND 
FISCAL OFFICER 


HOUSE ACTION 


Chairman Haypren. The first item to be heard is for “Salaries and 
expenses, Bureau of Accounts, Treasury Department.” The request 
lor this item 1s for $163,000 contained in House Document 330. The 


Ho ise allowed this amount. At this point we will insert in the record 
e portion of the House document which deals with this item to- 
vether with pertinent data from the justifications. 


(The information referred to follows :) 
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“BUREAU OF ACCOUNTS 
“SALARIES AND EXPENSES 


“For an additional amount for ‘Salaries and expenses’, $163,000.” 

The penalty provision for failure to deposit taxes in Government deposit 
as required by the Internal Revenue Code of 1954 (sec. 6656) has cause 
number of depositary receipts to be processed by the Federal Reserve ba 
increase over the original estimate on an annual basis by 391,000 depositary 
receipts. In addition a new regulation effective January 1, 1956, requires the 
processing of more farmer-employer depositary receipts. It is estimated that 
this will add 150,000 more receipts to the workload for the last 2 quarters; in al 
an increase of 541,000 receipts. The Federal Reserve banks are reimbursed }y 
the Treasury Department for the cost of handling this work. : 

The proposed supplemental appropriation includes $37,000 for the cost of the 
additional workload and $126,000 for the cost of the pay increases granted by 
the act of June 28, 1953 (Public Law 94). 


Aries 
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JUSTIFICATIONS 
GENERAL STATEMENT 


This supplemental request is to cover the cost of increased volume of depositary 
receipts to be processed in connection with taxes withheld and increased salaries 
resulting from the Federal Employees Salary Increase Act of 1955. 

Under the Current Tax Payment Act of June 9, 1943 (26 U. S. C. 1622), ep. 
ployers are required to withhold from the wages of employees amounts to be 
applied to their income-tax liability. Regulations issued pursuant to this ac 
provide that where the total amount of tax withheld by a single employer 
amount to $100 or more monthly, such amounts must be deposited monthly in 
a Federal Reserve bank or other Government depositaries designated for that 
purpose. 

The withholding tax procedure for paying tax on a monthly basis was ex- 
tended to include social-security tax withheld under the Federal Insurance Con- 
tributions Act (26 U. S. C. 1420, 1482) on January 1, 1950. The procedure was 
further extended on July 1, 1951, to include the withholding and deposit of en- 
ployer and employee taxes under the Railroad Retirement Tax Act. 

Effective July 1, 1953, the depositary receipt method was extended to include 
excise-tax payments of $100 or more monthly. This procedure substituted a 
quarterly excise-tax return for a monthly return to the director of internal 
revenue. This action eliminated two-thirds of the excise-tax returns but still 
makes tax receipts available monthly. 

Effective January 1, 1956, the procedure for withholding by farmers was 
changed to substitute an annual return instead of a quarterly return, and to make 
tax receipts available earlier to the Treasury, as herein explained. The Federal 
Reserve banks as fiscal agents of the Treasury Department issue to the taxpayer 
a validated depositary receipt which is filed with the return to the director of 
internal revenue as evidence of payment. This method of paying tax currently 
provides the Treasury with earlier use of the funds. 


PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


Processing depositary receipts 


The “Treasury-Post Office Appropriation Act, 1956” (Public Law 51, Sth 
Cong.) included $2,600,000 for “Salaries and expenses, Bureau of Accounts, 
Treasury” and the “Supplemental Appropriation Act, 1956”, authorized $185,000 
additional funds. These appropriation acts provided $905,585 for processing 
deposits of withheld tax payments, $858,000 of which was for reimbursing Fed- 
eral Reserve banks for handling 7,800,000 depositary receipts resulting from 
deposits of income, Social Security, Railroad Retirement, and excise tax. It 
also included $37,500 for purchase and printing of depositary receipts, envelopes, 
etc. The balance of $10,085 represented administrative expenses in connection 
with this activity. 


Increase in volume due to penalty provision 


The penalty provision for failure to deposit taxes in Government depositaries 
as required by the Internal Revenue Code of 1954 (sec. 6656), is responsible for 
the increase in the number of depositary receipts processed by the Federal Re 
serve banks for the first two quarters of the current fiscal year. This increase 
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«hich developed during the first 2 quarters and which was not anticipated in the 
original estimate of 7,800,000 receipts, when projected on a full-year basis will 
exceed the original estimate by 391,000 depositary receipts. 

At the current rate of 11 cents charged (which includes 3 cents postage) per 
»eceipt processed by the Federal Reserve banks, such increase will cost an addi- 
tional $48,000 for reimbursing Federal Reserve banks, and $3,000 for the pur- 
chase of depositary receipts and envelopes, a total of $46,000. 

Withholding for farmers 

Under the procedure prior to January 1, 1956, there were approximately 120,- 
aM farmer-employers who qualified under the provision of the Social Security 
Act, which required that they deposit through the depositary receipt procedure 
amounts of taxes contributed by employers and employees when such amounts 
equaled $100 during any month. This did not require the farmer-employer to 
nurchase a depositary receipt for the third month of the quarter. He could elect 
to send his check for this month, with his quarterly return, Form 943A, along 
with the depositary receipts purchased for the 2 prior months. The new regu- 
ation, effective January 1, 1956, now requires the farmer-employer to purchase 
, depositary receipt for this third month of each quarter, except the last month 
of the final quarter. On a straight mathematical basis this would increase the 
number of depositary receipts by three receipts (one additional receipt for each 
quarter of the first three quarters) for each of the 120,000 farmer-employers, or 
a total of 360,000 depositary receipts on an annual basis. However, it is esti- 
mated that this figure should be reduced by 120,000 receipts, due to off-season 
employment, resulting in a net increase of 240,000 depositary receipts to be proc- 
essed annually. 

The latest estimate is that there are 305,000 farmer-employers, of which 
120,000 are now complying, as stated above. The remaining potential 185,000 
farmer-employers would be required under the new regulation to make deposits 
into the Treasury, through the depositary receipt system, when contributions 
made by employers and employees equal $100, irrespective of the period over 
which it is accumulated. 

It is estimated that approximately two-thirds of the potential (185,000) farmer- 
employers would not be required to comply by depositing such amounts through 
the depositary receipts procedure, for the reason that employer and employee 
contributions would not amount to $100 during the taxable year. This would 
result in 60,000 additional farmer-employers who would be required to deposit 
into the Treasury such tax payments by the depositary receipt procedure. It is 
estimated that these employers would be required to purchase only one depositary 
receipt each during the taxable year, or a total of 60,000 receipts on an annual 
basis. 

It is estimated that 300,000 additional depositary receipts will be processed 
uider the revised procedure on an annual basis. For the last two quarters of 
the current fiscal year the increase will amount to 150,000 receipts, at a cost 
for reimbursing Federal Reserve banks of $16,500 and $2,500 for depositary re- 
ceipts and envelopes, a total of $19,000 during the period January 1, 1956, 
through June 30, 1956. 


Proposed supplemental due to pay increase 


_The amount for increased salaries resulting from the Federal Employees 
Salary Increase Act (Public Law 94) which adjusted the basic compensation 
rates for classified employees of the Government has been recomputed from 
0 gg shown in the 1956 column of the 1957 budget to $126,000 requested 
erein, 

The additional cost set forth herein amounts to $191,000, however, due to 
delays ip filling positions and other administrative actions, during the first 
half of this year, we have deducted $28,000, leaving a net request for additional 
funds of $163,000 as shown in the following table. 
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Deposit of withheld tares 


Increase due to penalty provision ; enilok te ; 46, (KK) 
Increase due to revised procedure for farmers___—_ cucichepomnee 19, 0) 


Subtotal, processing deposits of withheld tax payments__ ---. 65,000 
Federal employees salary increase We sie alia -_ 126, 00 


Total increase____ s ae ~~ 191,000 


Less savings from administrative action____- ; . 28, 00) 


Total amount requested 165, 000 
PREPARED STATEMENT 


Chairman Haypen. Mr. Maxwell, do you have a statement? 

Mr. Maxwewtn. Yes. I have a general statement used before the 
House Appropriations Committee. 

Chairman Haypen. We will place that in the record. 

(The statement referred to follows :) 


Mr. Chairman and members of the committee: The appropriation “Salaries 
and expenses, Bureau of Accounts, Treasury.” except for disbursements, covers 
the administrative expenses of the Bureau, for carrying out its fiscal activities 
It includes funds for processing depositary receipts covering taxes paid direct; 
by employers and ether taxpayers through the Federal depositary system. This 
supplemental request is for funds needed (1) to reimburse the Federal Roesery 
hanks and for printing because of an increase in the volume of depositary receip's 
to be processed during the fiscal year 1956 and (2) to cover the increase in the 
salary rate of employees as authorized under the Federal Employees Sala: 
Increase Act of 1955 (Public Law 94, 84th Congress). 


PROCESSING DEPOSIT OF WITHHELD TAX PAYMENTS 


The Current Tax Payment Act of June 9, 1948 (26 U. S. C. 1622) require 


employers to withhold from the wages of their employees amounts to be spplied 
to their income-tax liability. Under regulations issued by the Secretary of th 
Treasury, employers who withheld $100 or more monthly were required to di 
posit these taxes in a Federal Reserve bank or in a Federal depositary desig 
nated for that purpose. The Federal Reserve banks, as iiscal agents for the 
Department, issue validated depositary receipts to the taxpayer who, as evi 
dence of such payment, attaches the receipt to bis return, which he files wit 
the Director of Internal Revenue. This procedure for paying taxes current!) 
gives the Treasury the earlier use of funds. 

This procedure was extended to include social-security taxes under the Federal 
Insurance Contributions Act (26 U. S. C. 1420 and 1432) on January 1, 1950 
taxes under the Railroad Retirement Act on July 1, 1951; and excise tax pay 
ments of $100 or more monthly on July 1, 1953. 

Based on information available a year ago, it was estimated that 7,800,000 
receipts would be processed during the fiscal year 1956. However, during the 
first 6 months of this fiscal year, there have been received 4,095,288 receipts 
which, projected on an annual basis, would be nearly 8,200,000 or an excess of 
400,000 receipts over the number previously estimated for the fiscal year 1956 

Also, effective January 1, 1956, the Internal Revenue Service changed the 
requirements for the withholding of taxes by agricultural employers. Under its 
Circular A, deposits of employer and employee taxes are required to be made )y 
each agricultural employer whenever the tax liability accumulates to $100 
Prior to this instruction, deposits were required only if $100 or more was with- 
held for each of the first 2 months in any quarter year. Consequently, it 1s 
estimated that there will be a further increase of approximately 150,000 depos! 
tary receipts for the last half of the fiscal year 1956 because of this new instruc 
tion, making a total increase of 550,000. The funds needed to process these 
additional items, including printing expense and reimbursement to the Federa 
Reserve banks at 11 cents for each receipt processed, (which includes 5 cenls 
postage) amounts to $65,000. 
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PAY INCREASE 

fhe Federal Employees Salary Increase Act of 1955 (Public Law 94, 84th 
(ong.), provided for a general increase in wages of Government employees, for 
whieh $126,000 is required to cover pay increases for employees paid from the 
appropriation “Salaries and expenses, Bureau of Accounts, Treasury.” 

SUMMARY 

The $65,000 for processing the increased volume of depositary receipts and the 
3126,000 for pay increases would make a total of $191,000 gross requirements. 
However, there have been certain management and other savings which the 

ireau has been able to effect during the fiscal year, amounting to $28,000. 


Therefore, the net additional amount of $168,000 is requested in this supple- 
yental to cover the foregoing items. 


PAY INCREASES 


Mr. Maxwet. There are two items making up this request, Mr. 
hairman. One is for $126,000 to cover the pay increase for the em- 
Joyees paid from the appropriation “Salaries and expenses, Bureau 
f Accou nts,” required under the Federal Employees Salary Increase 
\ct of 1955. That item is computed by taking the estimates of per- 
ald services for the fiscal year 1956 (before the increase) and com- 
ting the 714-percent increase which amounts to $126,000. 
ator ELLENDER. Before you go to this other item, would there be 
ne way to absorb that? We have had the Corps of Engineers here 
{they have absorbed it In some manner. Could you find a device 
‘ich it can be absorbed ? 


PROCESSING OF DEPOSITARY RECEIPTS 
Mr. Maxweti. No, sir. We have saved $28,000 to apply against the 


md item. That is as much as we have been able to do. The second 
teu is for $65,000 to cover the increase in the processing of depositary 


receipts. 


As you gentlemen know, under the Current Tax Payment Act of 
143, all employers are required to withhold from their employees 
come taxes and social-security taxes. If they, under regulations of 


the Secretary of the Treasury, withhold $100 or more each month, they 


ast deposit that money into the Treasury, which gives the Treasury 
ily use of these taxes. 

Prior to about a year ago, there was no effective penalty which could 
‘assessed for failure to follow those regulations. 

However, section 6656 of the Internal Revenue Code of 1954 has a 


provision which permitted the assessing of a penalty of 1 percent each 


oth up to 6 percent for failure to comply with these regulations. 
\s a consequence, we have had a substantial increase in the number 


of taxpayers who have been currently depositing those moneys into the 


lreasury (or a Government deposit: ivy) for which they are given a 


valid: ited depositary receipt by the Federal Reserve bank. 


Chairman Haynen. They can do that at a local bank affiliated with 
e Federal Reserve System ? 
Mr. Maxweuu. That is correct, Senator. Because of that, we have 


} 


vai an mnerease of approximately 400,000 receipts in excess of what 


as originally anticipated, for which funds are requested to process 


the 0 in this supplemental estimate. 
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COLLECTING FROM AGRICULTURAL EMPLOYERS 


In addition, there has been a change in the procedure for collectiy g 
from agr icultural employers. Beginning January 1, 1956, any farmer 
employer who withholds $100 must. when he accumulates up to $100, 
make a deposit into the Treasury, so that we estimate that there yi] 
be an additional 150,000 depositary receipts because of this change 
for this fiscal year which must be also processed. 

Chairman Haypen. Every one of those receipts has to be checked 
to see if the amount is correct ? 





yeal 
mo 


Mr. Maxwe tu. That is correct. The Federal Reserve banks do thjs = 
as agents for the Treasury. That makes a total of 550,000 additiona| aa 
receipts estimated for this year which will cost us about $65,000 t) i 
process. However, because of that $28,000 saving previously mep- 
tioned, we have reduced it to $37,000 which is the net additional cost, 

Senator E LLENDER. How many additional employees do you have Ss 
to hire? nvé 

Mr. Maxwe i. The Federal Reserve bank acts as our agent for re- 9}? 

ceiving and processing and checking those depositary receipts. We \ 
won't need any additional employees. Fed 

Senator ELLeNDER. What is your method of payment ? om 

the 
REIMBURSEMENTS ‘TO FEDERAL RESERVE BANKS he 

Mr. Maxwe.i. We reimburse the Federal Reserve banks on af 
monthly voucher. They go to Mr. Barker’s office and he reimburses “ih 
them. - 

Senator ELLeNprER. How is that figured ? 

Mr. Maxwe tt. It is based on 11 cents for each depositary receipt, * 
including 3 cents postage, required, when they mail the receipt to the i. * 
taxpayer. ” | 

Senator ELLENper. That is on each deposit? " 

Mr. Maxwe uu. Yes, that is about 8 cents for this work and 3 an 
for postage. Of course, there are other costs. ¢ 

Senator Extenper. How does that differ from the charge made to 
me as a depositor at the Riggs Bank where I have to pay so much ¢ 
per check? Is that along the same line? Ba 

Mr. Maxwetn. I think ¢ they probably charge you about 10 cents for ' 
each check on the basis of a fixed balance that ‘they may set. , 

Senator Ettenver. I did not know that the Treasury had to pay 
anything. Tr 

Mr. Maxwe wt. I was speaking about personal accounts. 

No, the Treasury pays nothing for balances with the depositaries. = 

Senator ELLenver. Nor on its checks issued ? ” 

Mr. Maxwe tt. On its own checks? e 


Senator ELLENpDeER. Yes. 
Mr. Maxwe tt. If you are thinking about the cashing of Government 
checks, in the District there is a 10 cent charge. : 
Senator E.tenper. That is paid by the owner of that check, is it! 
Mr. Maxwett. Not in the District. You are speaking about pri- 
rate, or Government checks ? 
Senator ELtenper. I am talking about Government checks. 
Mr. Maxwe tv. No, sir. In the District of Columbia the Treasury 
has placed balances with the various banks in an amount so that the 


ing 
mer 
100, 
wil] 
ge 
‘ked 
this 
onal 
\) to 
neli- 


COST, 
lave 


nuch 
S fi T 


pay 


SECOND SUPPLEMENTAL APPROPRIATION BILL, 1956 507 


armings are sufficient to equal what the bank’s expense would be at 
10 cents for each check. 

Senator ELtenper. This 8 cents per check plus 3 cents for postage 
is irrespective of the amount of that deposit ? 

Mr. Maxwetu. That is correct. 

Senator ELitenper. It is for the work of handling, and is a charge 
agreed to in advance ? 

Mr. Maxwet. That is correct. I might explain that a couple of 
years ago we ran short of funds. It was only a relatively small 
ymount, but we didn’t want to ask for additional appropriations. 

At that time the actual cost to the Federal Reserve banks was 12 
cents, so that we entered an agreement that they would do it for 11 
vents. They absorbed the difference of about $15,000 for that year. 


INVESTIGATING ACCOUNTS 


Senator Eixenper. The chairman asked a question about further 
investigating these accounts. Is there any other work attached to 
it! 

Mr. Maxwetu. Yes, sir. They receive the money either through a 
Federal Reserve bank or a Government depositary which might be a 
comercial bank. In the latter case, advice of the receipt is sent to 
the Federal Reserve bank where they issue a validated receipt. Then 
the receipt is attached by the taxpayer to his quarterly return as evi- 
lence that the tax has been paid. When the Internal Revenue Serv- 
ce have finished their checking of the receipts against the tax return, 
they forward them to the Federal Reserve honk where they are com- 
pared to be sure that there are no duplicates or changes in the receipt, 
or things of that kind. 

Senator Ettenver. For this additional work because of the increase 
in the number of deposits, you have asked for more money to hire 
nore employees with the Treasury ? 

Mr. Maxwetu. Well, that is what we are asking here for this $37,- 
000 to take care of 550,000 additional depositary receipts. 

Senator EitteNpER. How many people do you hire for that? 

Mr. Maxwetu. For the Treasury, none. 

Senator Extenper. It is all done through the Federal Reserve 
Banks ? 

Mr. Maxwetu. Yes, sir. 

Senator ELtenper. I see. 

Mr. Maxwe.u. Senator, I should amend that by saying that in the 
Treasury we do spend funds directly for printing, purchasing of en- 
velopes and forms, but the rest of it is for reimbursement, to the Fed- 
eral Reserve banks. 

Senator ELtenver. I was interested in this extra checking that you 
say is done by the banks. 

Mr. Maxwet. Yes, sir. 

Senator Extenper. And the fee of 8 cents per deposit covers that? 

Mr. Maxwetu. That is correct, sir. 
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Un irep Stares Coast GuaArpD 


STATEMENTS OF VICE ADM. ALFRED C. RICHMOND, COMMANDANT. 
AND LT. COMDR. E. D. SCHEIDERER, CHIEF, BUDGET AND (Cos7 
ANALYSIS DIVISION, UNITED STATES COAST GUARD 


RESERVE TRAINING 


Chairman Haypren. Next we have two supplemental items for “Re 
serve training, Coast Guard,” both related to the Reserve progray, 
under the Reserve Forces Act of 1955. The item for 1956, contained 
in House Document 330 is an increase of $868,000 to be derived by 
transfer from the appropriation “Acquisition, construction, and im 
provements”, over the appropriation of $3,403,000 presently available, 
The supplemental estimate for 1957 contained in House Document 32 
is for $8,500,000. The House allowed both requests. 


JUSTIFICATION 


We will insert the paragraphs in House Documents 330 and 326 
dealing with the same program. 
(The information referred to follows :) 


(H. Doe. B30) 


“COAST GUARD 
“RESERVE TRAINING 


“For an additional amount for ‘Reserve training’, $868,000, to be derived | 
transfer from the appropriation ‘Acquisition, construction, and improvement 

This proposed supplemental appropriation is necessary to enable the Treasury 
Department to expand the Coast Guard Reserve program in accordance with 
the objectives of the Reserve Forces Act of 1955 (Public Law 305, approved 
August 9, 1955). The additional amount is to meet the costs of reerviting and 
other preparatory requirements. 


(H. Doc. 326) 


Coast Guard 


ive Origin: 
Budget Heading toes al 
page estimate 


Change to Inereast 


ee slhiaiiees 


928 Reserve training $3, 750, 000 $7, 250. 000 | $3. Bu), 


This proposed supplemental appropriation is necessary to enable the Treasur 
Department to expand the Coast Guard Reserve program in accordance with the 
objectives of the Reserve Forces Act of 1955 (Public Law 805, appreved Angus! 
9, 1955). A proposed appropriation for the fiscal year 1956 is being transi itied 
to the Congress to meet the costs of recruiting and other preparatory requir 
ments. 

An estimate for the program was not included in the budget since a study 0! 
requirements could not be completed in time to determine the amount needed. 

I recommend that the foregoing proposed supplemental appropriatiols 
transmitted to the Congress. 

Respectfully yours, 
RowLanp HUGHES 
Director of the Burcau of the Budge 
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PREPARED STATEMEN' 


Chairman Haypen. Admiral Richmond, we will be glad to hear 
from you. 

Admiral Ricumonp. I have a statement similar to that which I 
nade before the House committee, which I would be glad to insert 
n the record, sir. 

Chairman Haypex. Will you do that, and highhght it, please. 

(The statement referred to follows :) 


SryreEMENT OF ViIcE AbpM. ALFRED C. RICHMOND, COMMANDANT, UNITED STATES 
COAST GUARD 


Mr. Chairman, this Reserve appropriation supplemental request for 1956 
mnuts to S868,000. It is submitted to prepare the ground work for the imple- 
entation of the Reserve Forces Act of 1955, by preparing training facilities, 
tivation of a training vessel, and providing for an increase in adiuinistrative 
rs mnel, 
vreparation of the facilities and vessel must be started prior to July 1, 1956, 
s they will be required in the training of 1,000 new trainees. These men will 
»enlisted during fiscal year 1957 for S years service in the Ready Reserve, 
he initial G months of which will be on active duty for training. Lreparations 
t the training facilities will include provision for suitable clothng issue and 
messing at our Cape May, N. J.. Training Center. It will provide additienal per- 
sonnel to handle the administrative requirements of the Reserve Forces Act of 
W905, the recruiters necessary to obtain the desired number of trainees, and the 
sonnel required for activation of facilities. 
The Reserve appropriation supplemental request for 1957 amounts to $3,500,000. 


1 


lt is being submitted to further implement the Reserve Forces Act of 1955 by 
uwereasing the number of trainees and providing for the procurement, training, 
id administration. Our overall plan covered by our basi¢ appropriation re 


est of $3,750,000, plus this supplemental request, would provide 2,525 addi- 

nal trainees, establish 6 new training units, and operate facilities for initial 
i; months’ training period for 1,000 trainees under section 262 of the Armed 
Forces Reserve Act, as amended. 

The intent of the original Reserve plan Was to provide the Armed Forces with 
the means of augmenting their intraining Reserve components in such a way 
is to reach mobilization strength by 1960. Specifically in the case of the Coast 
Guard this posed a problem of building from 6,500 to 39,600 personnel in train- 
ug by the objective date. As originally proposed, this was feasible by includ- 
ing former service men with obligated Reserve service remaining. The final 
version of the Reserve plan embodied in the Reserve Forces Act of 1955 elimi- 
nated some of the provisions of the early plan, including the compulsory train- 
ing of personnel enlisted prior to the passage of the law. 

The changes made it impracticable for this Service to reach its mobilization 
goal by 1960, since the major portion of the expansion must be derived from new 
enlistees. It is felt that the optimum number of new Reserve enlistees who can 
he effectively trained and integrated is 2,500 normal enlistees plus approximately 
000 S-vear trainees annually, and that a marked increase over this number 
would not be conducive to efficient operations. Further it would require imme- 
diate increase in training facilities, vessels, equipment, and instructors—none 
of which are readily available. In addition, the start of our expansion has been 
delayed because the date on which the Reserve Forces Act became law made it 
impracticable to obtain funds for early implementation of the expansion, and 
there were no funds available to the Coast Guard which could be diverted for 
this purpose. 

In studying the law and planning methods by which the Coast Guard could 
hest increase the number of Ready Reservists in training, we considered several 
jlans. Among them was one which would, in 1957, increase our intake of 8-year 
lrainees to 8,000 annually and expand our normal Reserve enlistments to 2,500. 
Under such a plan the Coast Guard could meet mobilization desires in 1963. 
After careful study and a review of the experience of other Services in obtaining 
‘Year trainees it was determined that it would be more effective and more 
‘ficient for the Coast Guard to begin the 8-year trainee program on a more 
moderate scale and we, therefore, proposed the plan covered by this request of 
taking this year 1,000 8-year trainees and 2,500 normal Reserve enlistees. In 
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future years we propose to maintain the normal enlistees at the 2,500 per year 
level and increase the intake of 8-year trainees annually as we gain experiences 
and develop a firm base to reach mobilization strength by 1963. Under this play. 
we would have 25,200 officers and men in active training by July 1, 1960, ag 
against 6,500 officers and men on July 1, 1956. This plan was covered for 1957 
by our basic request of $3,750,000 and this supplemental of $3,500,000 which would 
have provided 9,000 officers and men in active training by July 1, 1957. The 
recent reduction in our basic 1957 appropriation request of $250,000, plus the 
added expense of the proposed increase in pay of the 8-year trainees while under. 
going the initial period of active duty for training, which is estimated at $135,000, 
would have the effect of reducing the planned growth the first year. 


Chairman Haypen. At this point we will insert in the record perti- 
nent data from the justifications. 
(The matter referred to follows :) 


SCHEDULE OF SUPPLEMENTAL APPROPRIATIONS AND REVISED ESTIMATES 


Reserve training, Coast Guard, 1956 


. Present appropriation or estimate ; ; _ $8, 403, 000 
2. Additional amount available ; 90, 000 


Total amount available -.. 3,493,000 
Apportionments: 

Ist quarter : 1, 412, 075 

2d quarter__- ee ic Sets poe O82, 361 

3d quarter___- ; , ie a is dl eae 688, 441 

4th quarter___-_ 2 ss 710, 123 


rN inn ARR adie crest gctin kop gees dad own ene . 3,493,000 


ES 
—___— 


3. Obligations: 
Ist quarter (actual) ; 1, 362, 440 
2d quarter (actual) 656, 529 
3d quarter (estimated) 763, 908 
4th quarter (estimated) , 18, 123 
. Total actual and estimated obligations__________________ 4, 361, 000 
. Less total amount available 3, 493, 000 
»). Estimated supplemental to be transferred from “Acquisition, con- 
struction and improvements, Coast Guard 868, 000 


. Estimated supplemental included in latest budget 
. Date needed: 

For obligation, Apr. 1, 1956. 

For expenditure, Apr. 15, 1956. 
. Estimated expenditures from supplemental: 

In current fiscal year 

In next fiscal year 

After next fiscal year 


Total 868, 000 

13. Actual obligations last 3 months: 
October 220, 198 
207, 611 


228, 720 
PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


1. Purpose and need 


This supplemental request is to provide language authority for the transfer of 
$868,000 from “Acquisition, construction, and improvements to Reserve training’ 
to prepare facilities for an expanded Reserve training program implementing the 
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2, 361 
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2, 440 
65, 529 
3, 908 
8, 123 
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peserve Forces Act of 1955, Public Law 305, approved August 9, 1955. It is nec- 
essary to increase administrative personnel and to enlarge training facilities in 
preparation for the increase in Reserve trainees in 1957. Funds for these needs 
are not available in this year’s regular Reserve training appropriation. 


9. Method of determining amount 


The additional amount has been determined by costing the following require- 
ments: (@) Expansion of present training facilities at Cape May, N. J., and 
activation of a training ship, and (b) administrative expenses including recruit- 
ing personnel to be employed during the fourth quarter of fiscal 1956. 


9. Reason additional funds required 


Public Law 305 was approved after the passage of the 1956 appropriation bill. 
The resulting increased costs could not be anticipated in the regular budget for 
1956. 
|. Frplanation of language 


Appropriation language is requested to authorize the transfer of funds from 
“Acquisition, construction, and improvements, Coast Guard,” to implement the 
Reserve Forces Act of 1955. Funds to be transferred are savings from completed 
projects. 

5, Justification 


Summary of program.—The Coast Guard plans to give effect to the Reserve 
Forces Act by building the Reserve toward meeting mobilization manpower 
requirements of 39,000 officers and men. Under the plan we expect to have 
95,200 officers and men in training by July 1, 1960. In 1957, the training pro- 
gram Will be expanded by (a) 1,000 enlisted trainees receiving 6 months’ active- 
duty training followed by assignment to drill-pay status, (0) 125 trainees attend- 
ing Officer candidate school and serving 6 months as commissioned officers 
followed by assignment to drill-pay status, (c) 607 trainees receiving 15 days’ 
active-duty training and 48 paid drills and, (d) 320 trainees receiving 30 days’ 
active-duty training. ‘To prepare for this expansion, administrative recruiting 
staffs must be augmented and training facilities must be reconditioned. 

lhe increases requested for 1956 are summarized: 


Expansion of training facilities (nonrecurrent)_ ~~~ ~~~ -_________ $670, 000 
Operation of training facilities.._.................. , 13, 400 
3. Recruiting and administrative increases 184, 600 
II Sm a 868, 000 
SCHEDULE OF SUPPLEMENTAL APPROPRIATIONS AND REVISED ESTIMATES 


Reserve training, Coast Guard, 1957 


Present appropriation or estimate... 2... § $3, 750, 000 
Additional amounts available 90, 000 


Total amount available 3, 840, 000 


. Total estimated obligations 7, 340, 000 
Dimenes GMT CRG Gop ge ee See ce 3, 840, 000 


Estimated supplemental 3, 500, 000 
. Date needed : 
For obligation, July 1, 1956. 
For expenditure, Aug. 1, 1956. 
. Estimated expenditures from supplemental: 


Revised 
In current fiscal year 


In next fiseal year $3, 145, 000 
After next fiscal year 355, 000 


Total 3, 500, 000 


74919—56—_3: 
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PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


1. Purpose and need 

This supplemental request is for an additional $3,500,000 to implement the 
Reserve Forces Act of 1955, Public Law 305, approved August 9, 1955, calling for 
expanded Reserve forces. Funds for this purpose are not included in the reg. 
ular Reserve training budget for 1957. 
2. Method of determining amount 

The additional amoynt has been determined by costing the following require. 
ments: (a) 2,052 more trainees to receive active duty and drill training than 
provided for in the regular 1957 budget submission; (0) expansion of training 
facilities at Cape May, N. J.; (c) operation of the expanded facilities at Cape 
May, N. J., and the training vessel activated in 1956; (d) augmentation of 
existing Organized Reserve units and establishing 6 additional such units. 
3. Reason additional funds required 


The cost of implementing the Reserve Forces Act of 1955 has not been jp- 
cluded in the regular budget submitted by the Coast Guard for 1957. 


' 


}. Explanation of language 

No change in appropriation language is required. 

Justification 

The Coast Guard will give effect to the Reserve Forces Act by building the 
Reserve toward meeting mobilization manpower requirements of 39,000 officers 
and men. The plan upon which this budgeted program is predicated will pro- 
vide 25.200 officers and men in training by July 1, 1960. To accomplish this, 
it will be necessary to train 8,977 reservists during 1957, an increase of 2,052 
over the number provided for in the regular budget. In addition to the direct 
training expense for these additional trainees, funds are required to staff and 
maintain expanded training facilities, to place into operation 6 additional 
Organized Reserve units and the training vessel activated in 1956. This will 
be accomplished with 301 additional personnel. 


Summary of estimate 
The increases requested are summarized: 


Training expense: 
1. Direct trainee expense $1, 265, 850 
2. Expansion of training facilities (nonrecurrent) 427, 700 
3. Operation of training facilitie 1, 149, 100 
B. Administration expense____.___-______-- Ks ee Re Ser be ae. 657, 350 


Total increase 3, 500, 000 


GENERAL STATEMENT 


Admiral Ricumonp. The two items, as indicated, are primarily for 
building up our Reserve program under the Reserve Act of 195%, 
particularly with respect to the new provision that was added last 
vear for the bringing in of the boys on an 8-year basis, giving them 6 
months’ training “and then putting them in organized units. That is 
completely novel for the Coast Guard, and we have to establish a nev 
program on that basis. 

The amount for 1956 is to augment our equipment at Cape May, 2 
our receiving station there, and for a training vessel and administra- 
tive personnel, with the idea of starting the program on the Ist 0! 
July 1956. During fiscal 1957 we plan to take aboard 1,000 boys for 
training under this new program, possibly 90 a month; and, in addi- 
tion, build up what we call the 2-year-6-year boys, those boys that g0 
on active duty for 2 years with the 1,100 or 1.900 we are taking an 
nually up to about 2,000. 


f 
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The increment in training will amount to about, in 1957, 2,000 
additional boys. 

Senator ELLenper. I notice that you are asking for $3.5 million for 
O57? 

Admiral Ricumonp. That is correct, sir. That is for the training 
of these additional boys I just mentioned, sir. 

Senator ELLenper. Well, you are asking for it now to be used in 
1950 ¢ 

Admiral Ricumonp. 1957; yes, sir: starting the 1st of July. 

Senator ELLENDER. Why could that not come in the regular appro- 
priation 2 

Admiral Ricumonp. At the time we asked for our regular appro- 
priation which had already been before the committee, sir, the details 
of the plan had not been worked out. 

Chairman Haypen. The bill has already passed. 

Senator ELLENDER. I understand. 

Senator Smirn. Mr. Chairman. 

Chairman Haypen. Senator Smith. 

Senator Smiru. Admiral, under what laws do these boys serve as 
to pay and benefits and retirement? Is it the same as the Navy? 

Admiral Ricumonp. It is the same as the Navy. 

Senator Smirn. There is no difference? 

Admiral Ricumonp. There‘is no difference. 

Chairman Haypen. Are there any further questions? 

Senator Holland ? 

Senator Hortanp. I have none, Mr. Chairman. 

Chairman Haypen. Thank you. 


TAX COURT OF THE UNITED STATES 


STATEMENTS OF J. EDGAR MURDOCK, CHIEF JUDGE; OTTO W. 
SCHOENFELDER, ADMINISTRATIVE OFFICER; AND OLIVER A. 
KEETER, FISCAL OFFICER AND ASSISTANT BUDGET OFFICER, 
TAX COURT OF THE UNITED STATES 


TLOUSE ACTION 


Chairman Haypren. Next we will hear from the Tax Court. We 


_ 


have a supplemental request for $87,000 for salaries and expenses 
contained in House Document 330. Of this amount, $48,000 is re- 
quired to pay salary increases, and $39,000 is requested for other ex- 
penses. The House allowed the full amount. At this point we will 
insert in the record the paragraph at the bottom of page 13 of Docu- 
ment No, 330. 


(The information referred to follows:) 


“SALARIES AND EXPENSES 


“For an additional amount for ‘Salaries and expenses’, $87,000: and the limita- 
lon under this head in the Independent Offices Appropriation Act, 1956, on the 
‘mount available for expenses of travel, is increased from ‘$42,500’ to ‘$45,650’.” 
_This proposed supplemental appropriation is necessary to cover costs of 
creased salary rates granted by the act of June 28, 1955 (Public Law $4), 
tie retirement pay and terminal leave of a judge and expenses in connection 
vith his recall to duty, and the cost of increased travel per diem authorized by 
the act of July 28, 1955 (Public Law 189). 
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On September 26, 1955, and November 1, 1955, this appropriation was appor- 

tioned pursuant to section 3679 of the Revised Statutes, as amended, on 
deticiency basis indicating, respectively, a need for additional funds to coyer 
the cost of increased salary rates and the expenses connected with the retire. 
ment of a judge. These actions were reported to the Congress by the Director 
of the Bureau of the Budget on those dates. 


BREAKDOWN OF ITEMS 


Chairman Haypen. We will be happy to hear from you, Judge 
Murdock. : 

Judge Murpock. The additional amount that is requested is for 
the fiscal year 1956 and is $87,000. This amount is included in H. R, 
10004, as approved by the House of Representatives. It supplements 
$1,170,000 currently available to the Tax Court for the fiscal year of 
1956. : 

The additional funds requested include $48,000 for increased Fed- 
eral employees’ pay authorized for by Public Law 94 of the 84th Con- 
gress; $35,850 for judges’ retirement and terminal leave pay and 
expenses of recall of 1 judge recently retired; and $3,150 to cover the 
cost of increased travel per diem as authorized by Public Law 189, 
84th Congress. 


SERVICE PERFORMED BY RETIRED JUDGES 


Chairman Haypen. If you bring back a retired judge and he per- 
forms service, do you pay him for his expenses ? 

Judge Murvock. There is a slight complication to it, Senator 
Hayden. It is this way: We have one retired judge, Judge Eugene 


Black, who retired at a time before our salary increase and, if he were 
on a full retired basis. he would only get the earlier salary. When he 
comes back to work, the law provides that he shall receive the current 
salary, which is somewhat more than his salary would otherwise be. 

The other two judges who are retired and on a full-time basis 
are not affected by that because their salary is the same in retired 
status as it is in recalled status. 

Chairman Haypen. This just makes up the difference between his 
retired pay and the present salary ? 

Judge Murvocx. The amount here involved does not relate to 
Judge Black. It represents in part the salary of another retired judge 
which must be paid in addition to the regular salary of the judge 
appointed to fill the vacancy caused by his retirement. 

Senator Exienper. When he retires again will his pay be in- 
creased ? 

Judge Murpocx. No; Judge Black’s retirement pay is fixed. 

Senator Extenver. Well, at what figure is it fixed ? 

Judge Murpock. $15,000, which was the salary at the time he was 
required to retire, because he was more than 70 years of age at the 
time the Retirement Act was approved. 

Senator ELLenper. What would it be if he retired now‘ 

Judge Murpock. $22,500 now. 

Senator ELtitenper. That would be his retired pay ? 
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Judge Murpock. He would not get it. Suppose I retired. I would 
be entitled to full retirement pay because I have served almost 30 
years. 

Senator ELLENDER. What was the idea of bringing him back ? 

Judge Murpocr. To do work. 

Senator ELLENDER. What does he do? 

Judge Murvocx. He does a full job as judge, the same as any other 
judge. The law provides that under such circumstances, not his re- 
tired pay but the full-time pay of a working judge shall be paid to 
him. 

Senator ELLtenper. Then when he retires, however, he will go back 
to his old rate ¢ 

Judge Murpock. If he should become tired of the job or become 
physically unable to work, yes. 

Senator Exuenper. Why was he retired, because of age? 

Judge Murpock. Yes. 

Senator ELLENpER. Under what circumstances was he able to come 
back ? 

Judge Murpock. Well, because the law provides, that I, as chief 
judge, can ¢ all him back if he is physically fit, for as much as 90 days’ 
work if our work justifies it. As a matter of fact, he has come back 
voluntarily for full-time work, and he does as much as any judge who 
has not been retired. 

Senator ExLLenper. Then there is something wrong with our re- 
tirement, law. 

Chairman Haypen. I would not think that. It depends entirely 
upon the physical vigor of aman at 70. Being a little past 70 myself, 
I would suggest that perhaps he could doa full day’s work, and, if he 
does a full day’s work, he should get a full day’s pay. 

Judge Murpock. Judge Black happens to be a person who likes 
tO work. 

Senator ELLENpER. How old is he? 

Judge Murpock. I think he is about 76. 

Senator ELLenper. I am not questioning on the matter of age, 
senator. 

Judge Murpock. I can tell you briefly how this came about. 

Tn the war period, when taxes were high and were contested more 
generally than at other times, our backlog: of cases built up, and it was 
felt at the time this retirement provision was put in there, that we 
- ld make use of some of these retired judges to help us move this 
backlog of cases. That is what we are trying to do. We have three of 
them on full-time basis who are retired. Howeve r, as to 2 of them, 
there is no change in their salaries because one of them served over 
30 years and the other 29 years, and their retirement is on a full-time 
basis in the full amount of the salary. 

Chairman Haypen. Are there any further questions? 

If not, we thank you, sir. 

Judge Murpock. Thank you for allowing me to come in. 
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GENERAL SERVICES ADMINISTRATION 
FEDERAL Surety SERVICE 


STATEMENTS OF FRANKLIN G. FLOETE, ADMINISTRATOR; Max 
MEDLEY, COMPTROLLER; MAXWELL H. ELLIOTT, GENERAL 
COUNSEL, W. P. TURPIN, ASSISTANT COMPTROLLER, BUDGET: 
P. C. JUMONVILLE, CHIEF, ESTIMATES BRANCH; CLIFTON Ff. 
MACK, COMMISSIONER, FEDERAL SUPPLY SERVICE; PAUL KING. 
ADMINISTRATIVE OFFICER; AND R. T. DALY, DIRECTOR, STORES 
GENERAL SERVICES ADMINISTRATION 


TRANSFER OF FUNDS 


Chairman Haypen. The committee has just received an additional 
supplemental request to transfer $450,000 for “Expenses, general sup- 
ply fund.” 

So far, for 1956 you have totaled $13,625,000 for this item, consist- 
ing of $12 million in the regular bill, $1 million in the first supple- 
mental, and pay act increases included in this bill for $625,000. 

For 1957, the House has approved $14,270,000 in the regular bill, 
in heu of $15,344,000 requested. 


JUSTIFICATIONS 


The supplemental estimate and justifications will be placed in the 


record. 
(The documents referred to follow :) 


SUPPLEMENTAL ESTIMATE 
LS. Doe. No. 107, 84th Cong., 2d sess. ] 


COMMUNICATION FROM THE PRESIDENT OF THE UNITED STATES TRANSMITTING 
DRAFT OF A PROPOSED PROVISION PERTAINING TO AN APPROPRIATION FOR THI 
FiscaL YEAR 1956 FOR THE GENERAL SERVICES ADMINISTRATION 


THE WHITE Hows! 
Washington, March 26, 1950. 
The PRESIDENT OF THE SENATE. 

Sir: I have the honor to transmit herewith for the consideration of the Con- 
gress a draft of a proposed provision pertaining to an appropriation for the 
fiscal year 1956 for the General Services Administration. 

The details of this proposed provision, the necessity therefor, and the reasons 
for its submission at this time are set forth in the attached letter from the 
Director of the Bureau of the Budget, with whose comments and observations 
thereon I concur. 

Respectfully yours, 
DwicuHTt D. EISENHOWER. 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington 25, D. C., March 23, 1956. 
The PRESIDENT, 
The White House. 

Sir: I have the honor to submit herewith for your consideration a draft of 
a proposed provision pertaining to an appropriation for the fiscal year 1 
for the General Services Administration, as follows: 
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“GENERAL SERVICES ADMINISTRATION 
“EXPENSES, GENERAL SUPPLY FUND 


“For an additional amount for ‘Expenses, general supply fund’, $450,000, 
io be derived by transfer from the appropriation for ‘Sites and planning, pur- 
chase contract, and public buildings projects’.” 

This proposed provision is needed to finance expanded sales from the general 
supply fund, occasioned by heavy military procurement of common-use items. 
Recent increases in orders have dictated a change in the budget forecast from 
s86 million sales to $94 million sales, and have occasioned serious work backlogs 

I recommend that the foregoing proposed provision be transmitted to the 
Congress. 

Respectfully yours, 
ROWLAND HUGHEs, 
Director of the Bureau of the Budget. 


EXPENSES, GENERAL SUPPLY FUND 
APPROPRIATION LANGUAGE 


“For an additional amount for ‘Expenses, general supply fund,’ $450,000, to 
be derived by transfer from the appropriation for ‘Sites and planning, purchase 
contract, and public buildings projects’.” 


GENERAL STATEMENT 


“This proposed provision is needed to finance expanded sales from the general 
supply fund, occasioned by heavy military procurement of common-use items, 
Recent increases in orders have dictated a change in the budget forecast from 
$86 million sales to $94 million sales, and have occasioned serious work backlogs” 
(quoted from transmittal to Congress). 


JUSTIFICATION 


Funds available for 1956, including pending Pay Act supplemental, totaling 
$13,662,200, provide aggregate capacity for handling maximum total sales pro- 
gram Of $169 million, as reflected in the 1956 column of the budget for 1957. 

The fact that this maximum capacity would be inadequate was expressed on 
page 146 of the justification of budget estimate for 1957. 

Actual experience through February has borne out this prediction. As com- 
pared to 66.7 percent of the year, store sales through February equal 71.3 per- 
cent of the total budgeted objective whereas nonstores, following the traditional 
seasonal pattern, represent 49.2 percent of the budgeted objective. 

Meanwhile, backlog of stores work-in-process increased from 6.5 workdays at 
June 30, 1955, to 13.6 workdays at February 29, 1956. The latter is twice the 
7-day norm and means that customer agencies on an average have to wait 19 
calendar days for delivery from stock, varying from a high of 28 days in 1 depot 
toa low of 7-day norm in another. 

Unless supplemental funds are provided, this critical situation will become 
progressively more acute. In face of continued increase in incoming orders some 
a0 regular employees and many temporary employees will have to be terminated. 
Effect is clearly indicated in following analysis: 

Millions 


Total sales capacity currently appropriated for (including pending Pay Act sini mental) x $169. 0 
Deduct nonstores ($74.2 million and Seamiemastn $8.3 million)... 


Net sales capacity available for stores items 
Actual sales through February 1956- - 
Net balance of stores capacity available Mar. 1-June 30, 1956_- 
ty of $32.3 million is needed, as follows: 
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Foregoing estimates for balance of the year are conservative. Actual sales 
during first 8 months were 36.5 percent over corresponding period last 
incoming orders are still climbing. 

No change is contemplatd in nonstores sales since experience to date js cop. 
sistent with traditional seasonal trends—approximately 50 percent of s 
occurring in the last 4 months of each year. 

This estimate requests increase in total funds from $13,662,200 to $14,112,200, 
or $450,000. Of this amount, $425,500 is required to continue handling stores 
workload “in pipeline” at acceptable level of service to customer agencies, ]t 
provides for the 9.3-percent increase in total stores stock and fuel sales at q 
4.7-percent reduction in annual unit costs, based on experience to date in in. 
plementing the simplified supply operations plan. Remaining $24,500 is for noy 
recurring costs of moving depot stocks to Government-owned facilities at Sand 
Point, Wash. 

Revised sales volumes and cost data for 1956 are shown in following table: 


year and 


ales 
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Sales volume and cost data, 1955-56 


i 1956 in 1957 Pits re . ia 
1955 actual budget 1956 revised (Supplemental 


ms (millions of dollars): 
lepot stocks 
Fuel yard 
tner..<« 


otal workload (millions 
dollars) 


Military agencies_-- 7 52.5 
Civilian agencies oe ‘ 3: 34. 
t cost (per $100 of sales): 
Operating expenses 10, 62 
pace and related costs_ - < ¢ 3. 03 


Total cost (per $100 of sales) . 3 13. 65 





ormance costs 
Operating expenses q ; 100 

nad lated costs 2 4563, ¢ 100 A400 
Total pe rformance costs 


, 200 2. 231, 700 
By activities 


, 200 231, 700 


1, Stores operations 
2. Direct order purchas- 
ing 
3. Space anc related costs 
4. Direct order inspection 
Administrative opera- 


tions 


800 4, 900 


, 100 800 
100 2, 555, 400 
400 000 


800 2 600 


items 


workload (millions of 


wencles 


in agencies 
Unit cost (per $100 of sales 
rformance costs ; 492 


activities: 
2. Direct order purchasing-- 840, 527 1, 009, 200 


527 
4. Direet order inspection__-- 89, 151 133, 700 
Administrative operations 367, 814 340, 400 
neome and expense (millions 
Mars): 
rir shops, motor pool and 
scellaneous sales 
il operations (Gallup, N. 


Vex.) 


1, 009, 
133 


24 
or, 


Potal other income (millions 


of dollars) - 


r expense 123, 053 72, 700 


ay é 


ram workload (millions of 


148. ¢ 169 
8. 3 7.§ 5. 67 

performance cost 12, 482, 692 13, 362, 200 425, 500 

g moving and space costs 63, 310 300, 000 +-24, 500 


Z 12, 546, 002 13, 662, 200 


| cost or estimate +450, 000 


Effect of increased sales programs on the budget activities covered by this 
ppropriation follow : 
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1956 
1955 actual = 
Shown in ii 

| 1957 budget | Revised 


1. Stores operations: 
Sales from stock (millions of dollars) | $75. § $80. 5 $88. 0 
Unit cost (per $100) ---. ; 5. 5. 53 5. 43 


Performance cost -- as anal ; . 82k 4, 449, 800 | , 780, 900 


2. Direct order purchasing: 
All purchases (millions of dollars) | 5 168. 0 175. 5 
Unit cost (per $100) --.---- -| . 6 1. 66 1.61 


Performance cost -- ‘ | » 022, 28 2, 793, 300 2, 827, 000 


. Space and related costs: | 
Recurring ‘ 2, 563, 450 2, 618, 100 2, 555, 400 
Nonrecurring.---- e 63, 310 300, 000 324, 500 
Performance cost -- il 2, 626, 760 2, 918, 100 2, 879, 900 
. Direct order inspection: 
All purchases (millions of dollars) | 154.7 | 168. 0 175.5 
Unit cost (per $100) --- 0. 33 0. 41 0. 40 
_ Performance cost - - - - ---- 508, 840 683, 100 707, 700 
. Equipment maintenance _-----_- aS 123, 053 72, 700 72, 700 
. Administrative operations: 
Total sales (millions of dollars) - - _- 148.9 169.0 176.5 
Unit cost (per $100)-..-.--__-- 1.74 | 1.62 1. 61 


Performance cost -- - ~ 2, 590, 238 2, 745, 200 2, 844, 000 


Total = PRP OP 2,546,001 | 13,662,200 | 14, 112, 200 
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Program and financing 


Revised esti- 


In budget mate 


Difference 


PROGRAM BY ACTIVITIES 


Stores operations = iota $4, 449, 800 $4, 780, 900 $331, 100 
) Direct order purchasing saree 4 Leas 2, 793, 300 2, 827, 000 | +33, 700 
3, Space and related costs 2, 918, 100 2, 879, 900 —38, 200 
Direct order inspection 683, 100 | 707, 700 +24, 600 
Equi 1ipme nt maintenance _-__- . 72, 700 Te tae 
,dministrative operations. ___-- shee 2, 745, 200 | 2, 844, 000 | +98, 800 
Total obligations a 13, 662, 200 | , 112, 200 +450, 000 


FINANCING 
| 


mparative transfers from other accounts-..__----- —37, 200 | —37, 200 


ppro ypriation (adjusted) ¥ heute i 13, 000, 000 13, 450, 000 | 450, 000 
sed supplemental due to pay increases. __- a) 625, 000 625, 000 | 


seo = 


OBLIGATIONS BY OBJECTS | 
ital number of permanent positions , : | , 48 1, 618 +134 
I-time equivalent of all other positions | 15 48 | +33 
erage number of all employees 1, 437 504 +67 
unber of employees at end of year ; | 1, 470 | : 602 | +132 
Personal services: | 
Permanent positions }, 202,410 | $6,333,835 +$131, 425 
Positions other than permanent 61, 630 | 180, 605 +118, 975 
Regular pay above 52-week base ced 24, 760 24, 760 |_. 
Payment above basic rates___- inal 22, 000 2,000 |_. 





GS 800 


Total personal services_.___- | 5, 310, 800 i, 561, 200. +250, 400 

454), 000 2 Travel coon 77, 900 80, 500 | +2, 600 
Transportation of things. _- . ba 278, 300 295, 300 | +17, 000 
Communication services } 124, 800 129, 800 +5, 000 

Rents and utility services. __- a ; bss = , 148, 200 2, 105, 400 —42, 800 
} 
{ 


‘rinting and reproduction eee See ; 243, 200 | 279, 900 | +36, 700 
ther contractual services _- , 472, 700 | , 490, 300 +17, 600 
Payment to “Administrative operations fund, General | 
Services Administration” ; ; 2, 745, 200 , 844, 000 
Services performed by other agencies___- : <. 57, 400 | 76, 000 
Supplies and materials : 183, 000 225, 000 
Equipment See, PES) 6, 700 | 10, 300 | 
Refunds, awards, and indemnities_- wy, 5 se 3, 000 | 3, 000 | 
Taxes and assessments ; : | 11, 000 | 11, 500 | 


otal obligations ; - | 3, 662, 200 | 14, 112, 200 +450, 000 


ed by H. Doc. No. 341 from $640,600 to $625,000. 
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Budget authorizations, siedasisinbannd and balances 


Revised 


In budget estimate 


RUDGET AUTHORIZATIONS AVAILARLE 


Appropriation _- ses ea $13, 000, 000 $13, 000, 000 
Transferred from “Sites and planning, purchase contract, and 450, 000 
public buildings projects, General Services Administration’’. 
Adjusted appropriation 3, 000, 000 13, 450, 000 
Proposed supplemental due to pay increases 1 625, 000 625, 000 
Obligated balance brought forward --- , O80, 839 1, O80, 839 


lotal budget authorizations available_- , 705, 839 15, 155, 839 
EXPENDITURES AND RALANCES 
Expenditures— 
Out of current authorizations - - , 276, 100 2, 676, 100 
Out of anticipated supplemental appropriation 1 5YS, GOO 598, 900 


Out of prior vapsceten in itions 785, 700 5, 700 
Obligated balance carried forward , 045, 139 , 095, 139 


Cotal expenditures and balances 14, 705, 839 5, 155, 839 


Actual, 1954 | Actual, 1955 


1 } 
ral Se 


rage grade 


Average s slary 
Ave 
igraded positions: Average sal iry 


reduction of $15,600 pursuant to H. Doc. No. 341. 


DISTRIBUTION OF COMMON USE ITEMS 


Chairman Haypen. Will you explain your need for this additional 
amount at this time ? 

Mr. Friorre. Mr. Chairman, and members of the committee, this 
additional request is necessitated simply because of an increase in the 
business particularly of the stores division of the Federal Supply 
Service. It seems to me that that is a healthy «nd desirable trend. 

The primary function for which the Federal Supply Service was 
set up was to provide a central point for purchasing the necessary 
common use items, and distributing them to all agencies of the Gov- 
ernment. The trend has been generally upward for some time, and 
we believe it should be encouraged to grow. 

[ am sure you are all familiar with the desirability of having this 
type of operation. Among the advantages, of course, are that it pro- 
vides less requirement for warehousing by customer agencies; it elim- 
inates the duplication of warehouses, and also the duplication of the 
personnel required to operate those warehouses; it provides a mucl 
less widely distributed system of bidding and thereby provides bet- 
ter prices; it eliminates competition between Government agencies 
for a similar type item and it reduces new purchases on a government: 
wide basis threugh coordination of excess property utilization, which 
| think is an important point. It improves the quality of inspection 
and reduces costs by eliminating duplicate expenses, and permits sili- 
plification of acc ‘ounting. 


MILITARY AND CIVILIAN STORES 


Chairman Haypen. Is this due to the fact that you combined yili- 
tary stores with civilian stores 4 
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Mr. Frorre. We do have a substantial business from both the mili- 
tary departments and the civilian departments. 

For instance, in 1955 the stores sales were $47.2 million to the mili- 
tary agencies and $33.1 million to the civilian, a total of $80.3 mil- 
lion; and that’ percentage has been gradually increasing until this 
year there is a considerable increase in the use by the militar y agencies 
of this service. 

Chairman Haypen. It evidently would appear to be a saving if you 
combine the storage of all agencies of the Government as far as pos- 
sible, instead of renting separate plac es. 

Senator ELLENDER. What do you figure your overall savings will be / 
Have you any idea? 

Mr. Fiorre. Well, primarily in providing better prices to all of the 
agencies. They are the ones that actually make the saving. We sell 
this to them at cost plus incoming freight. 

Senator ELLENpDER. When do you get requisitions from them as to 
what they want? Do you buy in advance? 


TOTAL WAREHOUSES 


Mr. Frorre. We buy in advance and have 12 warehouses, 1 in each 
of the 10 regions, plus 1 in Los Angeles and 1 in Cleveland. From 
them we service all of the agencies, from these common warehouses. 

Senator ELLenper. That is for ordinary things used? 

Mr. Frorre. Just common use items starting with pencils and paper, 
general office supplies, soaps, detergents paints, and all that sort of 
thing; items that are in common usage throughout the Government. 

Senator ELLENpER. Who does the selection of these articles before 
they are purchased? Do you consult with those who may use them ? 

Mr. Frorre. I think Mr. Mack, who is head of the Federal Supply 
Service, can reply to that. 

Mr. Mack. We consult with the agencies in determining which 
items should be carried in stores, and primarily they are the kinds 
of items that we can get a price advantage on through quantity pur- 
chases and distribute in retail lots of Whatever amount may be re- 
quired. All agencies get the quantity price advantage. 

You may wish to see a stores catalog which lists the kinds of items. 

Senator ELLENDER. When you speak of purchasing these items for 
the armed services, you mean everyday items? You do not mean 
anything else ? 

Mr. Mack. We do not mean military items. We mean the com- 
luercial type, off-the-shelf items. 

Senator ELLENDER. Pencils / 

Mr. Mack. And detergents and small tools, and miscellaneous items 
such as are listed in this GSA stock catalog. 


Senator ELLENDER. What was the percentage which you gave a 
while ago ¢ 


PERCENTAGE OF MILITARY AND CIVILIAN GOODS 


Mr. Frorrr. In 1955 it was $47.2 million military and $33.1 million 
civilian, so that about 60 percent of it was military last year and 40 
percent civilian. 

In 1954, the stores sales of this Department were $52.8 million. In 
1955, they were $80.3 million, a very substantial increase. 
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A year ago when the original estimate was made for the 1956 budget, 
it was estimated that the : stores sales would be $66 million. Before 
the year started sales were increasing so rapidly that additional funds 
were provided for sales of $86.5 million. The sales have been Con- 
sistently running ahead of even that amount throughout the year, 
that we are now confronted with this problem: that we expect the 

sales for this year to be $94 million instead of $86.5 million. 

Senator ELienper. Why is that? Is it because they are buying 
from you instead of otherwise ? 

Mr. Froere. That is right. 

Senator ELtienper. Is there a way by which you could handle it q|] 
through General Services Administration? If you say it is so bene- 
ficial and it will save a lot of money, why would it not be possible to 
have them all buy through you? 

Mr. Firorrr. You mean military goods? 

Senator ELLENpDER. I mean ordinary goods. 

Mr. Froere. I think that is the trend, and I think it should be el- 
couraged. If we can buy them cheaper and provide better service, 
then I think we are fulfilling a function that Congress expects of us. 


FOOD AND SUBSISTENCE ITEMS 


Senator ELLENDER. Do the commissaries buy from you? 

Mr. Fiorre. No, sir. At the present time we are supplying only a 
very small amount of food and subsistence items. 

Senator Etienper. That is a separate project altogether, is it not! 

Mr. Mack. That is right. 

This increased volume is largely due to the fact that we have been 
working with the military services whereby they are releasing from 
their depot stocks this kind of common use commercial type items and 
authorizing purchase locally from the nearest GSA store by the mili- 
tary installations. 

The Air Force has made very good progress. The Army sales are 
increasing. 

As they exhaust stocks in their stores, they come to us. They con- 
pletely exhaust the depot stocks for those items progressively. That 
is the reason that this volume is increasing and will keep on increas: 
ing until we eventually have all of the business for both civilian and 
military agencies for common supply items such as detergents, and 
small tools, and the varied types that you see there, office supplies, and 
so forth. 

Right now our stores system covers most of the civilian agencies 
for the kind of item that we carry in stock, and progressively we are 
now right in the middle of the program with the military to do the 

same thing for them for the same kinds of item. That is separate 
and apart from our other type of program for the kind of things 
that are bought on definite quantity and for direct delivery, and % 
forth. This is a stores business for the items in repetitive common 
use. It avoids the necessity of all of these agencies having their own 
stocks, and so on. 

Senator Extenper. How many of those stores have you spread 
throughout the country ? 

Mr, Fuorre. Twelve. 
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Senator ELLENpDER. When you say “stores,” you mean warehouses ? 

Mr. Fiorre. Yes, sir. 

Senator ELtenper. You get your orders, I suppose, through the 
mail 4 

Mr. Mack. Yes, sir. 

Senator Ex,enper. They are filled and delivered, and the cost of 
delivery is charged to the agency purchasing it? 

Mr. Mack. That is right, excepting for areas in the immediate 
vicinity of the warehouse where we provide local free delivery. 


ACQUISITION OF RAND-M NALLY BUILDING 


Chairman Haypen. There is one other item which I would like 

talk about. That is this transfer which is requested from “Sites 
and planning, purchase contract, and public buildings projects,” the 
same fund from which you also request a transfer to purchase the 
Rand-MeNally Building in Chicago. What else is that fund used 
for, and what is the status of the balance available in that item? 

Mr. Mepiry. We spoke to that somewhat the other day, you will 
recall, Mr. Chairman. The proposition is that we would finance the 
purchase of that building, which is proposed to be acquired by con- 
demnation through the courts, at a cost of $3 million. Again the 

funds to be made available for that purpose would be by transfer 
from the “Sites and planning” appropriation. 

Chairman Haypen. It comes from the same fund ? 

Mr. Meptey. Yes, sir. 

Chairman Haypen. As I understood, we took that building over 
and put in a couple of million dollars in improvements? Then we 
decided we want to take it and some court action has been started 
to take it; but, unless Congress appropriates the money, you cannot 
stay in court but about an hour? 

Mr. Exxrorr. That is correct. 

Chairman Haypen. What language has to be in that bill to accom- 
plish that ? 

Mr. Mepiey. I believe, sir. that the President has submitted lan- 
mage, 

Chairman Haypen. It says: 

Acquisition of land and building, Chicago, Illinois: 

For the acquisition of the parcel of land located at 536 South Clark Street, 
Chicago, Illinois, together with all improvements thereon and appertaining 
thereto, including incidental expenses, to remain available until expended, 
$3,000,000, to be derived by transfer from the appropriation “Sites and planning, 
purchase contract, and public buildings projects.” 

That is what you want to have the Senate insert in the bill? 

Mr. Meptey. Yes, sir; along with the item we have just been dis- 


cussine, 


OUTSIDE PURCHASES BY OTHER AGENCIES 


Senator Evtenper. Mr. Chairman, I would like to ask another 
juestion in regard to this Federal Supply Service. 

Chairman Haypen. Yes, sir. 

Senator Ectenper. Are you aware of any agencies that are buying 
from places other than from you? 
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Mr. Mack. The Veterans’ Administration are probably the primary 
agency that are making substantial purchases outside of our store. 
primarily on subsistence and medical items. 

Senator ELLenpeR. Why ? 

Mr. Mack. For example, nonperishable foodstuffs—— 

Senator ExLenprer. Why? 

Mr. Mack. We have had a number of talks with them. The matte; 
is now under study by the Bureau of the Budget, but it has not bee) 
resolved as yet. 

Senator Evtienver. Are they buying as cheaply as you could gel] 
them, or more cheaply ? 

Mr. Mack. That study is now being made. We feel that it should 
be a part of our distribution system. We feel that by combining 
subsistence we should get at least the same, and we think better 
prices, which would benefit all agencies. 

Senator ELLeNpbER. Do you know of any other agencies that should 
buy from you but do not? 

Mr. Mack. I think we have good coverage on civilian agencies. The 
Atomic Energy and TVA, of course, are not subject to the provisions 
of Public Law 152, but, nonetheless, they voluntarily give us a good 
bit of business. : 

Senator ELtenper. How about the armed services? 

Are you aware of any purchases made by any branch of the armed 
services that should buy from you? 

Mr. Mack. Well, on our stores items they are still buying, of 
course, quantities of stores items such as we carry; but we progres. 
sively are moving toward handling for them these common-use stores 
items. We still have a good way to go on that. 

Senator ELLeNpER. Why is that—because of supplies on hand? 

Mr. Mack. It is a combination of that and also some other factors, 
For example, the Navy has just completed a study and they are now 
authorizing for local procurement a number of items which will in- 
clude items that we will handle both through stores and through our 
purchase programs and will also include local procurement of many 
items by them. So it is a matter of working it out progressively, but 
they are right in the middle of that. 

The Army, again, are doing about the same thing, and have already 
authorized a number of items for local procurement. 


SAVINGS ON ARMED SERVICES PURCHASES 


Senator ELitenper. In those studies made, wherein the armed ser'- 
ices have decided to purchase from you, were you able to show big 
savings ¢ ; 

Mr. Mack. We think so by combining volumes and extending price 
advantages to all customer agencies. It has not gone on long enoug! 
to pinpoint specific transactions over a period of time, and the market, 
you know, keeps changing somewhat; but we feel that, because we 
have 12 locations and specialize as a central agency on these kinds of 
common-use items, it makes it a pretty logical basis for the military 
installation to be able to look to the nearest GSA supply center fo! 
those kinds of supplies. aA 

Furthermore, it avoids us competing with other agencies of (ov 
ernment for the same kind of things. 
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Senator ELLenper, The reason why I am saying that is that, if it 
is a good thing, they ought to be forced to buy from you. That is 
what I am driv ing at bec: wuse, if your agency is worth keeping up, it 
seems to me that. you ought to be able to show that you can save 
money for the Government; if you can, all agencies should buy 
through you so as to prevent this competition to w hich you refer. 

Mr. Mack. Well, with that, we certainly agree. 


POST OFFICE PURCHASES 


For example, the Post Office Department has been handling many 
of their own requirements for stores items such as we carry, but we 
worked out with them the means whereby they are now looking to our 
stores locally. 

They are now looking to us for locations nearer use points for 
supply. 

The military is the big job we have to do. 

Senator ELLENDER. They like to stand aloof, you know. 

Mr. Mack. We certainly believe in this program, Senator, and are 
making progress with the military. That is why we are before 
you for supplemental funds. 

Senator KLLeNper. I think, from what you said, that it is a good 
thing. That is why it is being fostered, I presume, and I can see 
that, if it can all be centered in these 12 plac es throughout the United 
States, Where you buy for all, that you can attain a big saving. 


VOLUME OF STORES SALES 


What was your last yearly purchase amount, in round figures? Do 
you know the figures for your purchases and sales ? 

Mr. Mack. Just the stores program or the overall ? 

Senator ELLENvER. Just these 12 warehouses of which we are talk- 
ing now. 

Mr, Mack. Well, in 1955 it was $80.3 million. This year we had 
originally figured on an increase to $66 million, then this was raised 
to $86.5 million, and now it is estimated at $94 million. 

Senator ELLENDER. That is the value of all you handled ? 

Mr. Mack. Total stores business. 

Senator ELLENDER. Now, this may be a question you cannot answer, 
but what would the entire amount be for all services ? 

Mr. Mack. Including the military, the eventual total we figure 
would probably be ec lose to a couple of hundred million dollars. Most 
of it will be with the military. Apart from that, I want to make this 
clear: We were talking about the stores program and, as you know, I 
am sure, we make term contracts of items that can be ordered direct 
from suppliers by using agencies. Purchases from these contractors 
run about $325 million approximately. 

We also make specific quantity purchases for direct delivery to 
agencies for items not carried in our stores. They will run $74 million 
this year. 

Senator ELLenper. Are the supplies the same as these ? 

Mr. Mack. No; they are different commodities that have to be 
handled in different ways, as you know. 
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The stores business gives us the opportunity through consolidating 
the same kind of things that agencies generally use—it may not be ql] 
agencies, but a number of agencies to bring them together and get 
quantity prices and better transportation. You can handle them more 
easily. It is the kind of job that the central supply organization cay 
do best. 


PERSON NEL 


Senator ELLeNpEr. How does the labor force, the people handling 
your Federal Supply Service, compare with private enterprise in 
number of people employed? Are you able to do it with less people? 

Mr. Mack. We have had consultants in from industry. We have 
had a consultant in from Sears, Roebuck & Co., an assistant to General 
Wood. We also had a man in who was the cofounder of the Food 
Fair chain stores. They have about 238 stores. 

They have gone over our stores program and made some very help- 
ful suggestions about the way to emphasize merchandising methods, 
You will notice in our catalog that we have broken it down into de- 
partments, which was a recommendation they made. 

We have simplified methods of ordering so that the agencies, when 
they order, will make out the invoice at the same time. 

All of those things were put into effect to simplify purchasing and 
distribution. 

They tell us that they think that with the improvements that are 
now being put in to emphasize merchandising we will be doing a job 
that will compare very favorably with industry. 

Incidentally, I asked them to check some prices on us because we 
wanted to know if we were getting good prices, and they came back 
and said that we were getting better prices in some instances than 
they were. 

Mr. Fiorre. Generally, your prices were in line? 

Mr. Mack. In certain items they were higher but, for the most part 
they were generally good, and, on some volume items, they were lower, 

Senator Smrru. Mr. Chairman. 

Chairman Haypen. Senator Smith. 


TOTAL VALUE OF COMMON USE ITEMS 


Senator Smiru. I think you gave the figure of $200 million as the 
ns al, largely made up of the military. You mean the military 
and the Veterans’ Administration, do you? 

Mr. Mack. I mean the whole thing. The estimate of the total 
volume of common-use items, civilian and military, would be about 
$200 million. . 

Senator Smirn. It would seem to me that the Veterans’ Adminis- 
tration would be a large part of it, as well as the military. 

Mr. Mack. The Veterans’ Administration are substantial buyers. 
Their large volume is in two categories of items. One would be on 
nonperishable foodstuffs. That would run about $22 million. The 
other is on medical items, which is a large item with them, I think even 
larger than foodstuffs. For example, we feel that the nonperishable 
foodstuffs should be handled through our stores. It is a larger volume 
than we are now handling for the other civilian agencies, but we 
think that that volume, coupled with what we have, would give all 
agencies a better advantage. 
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LOCAL PROCUREMENT BY THE NAVY 


Senator SMITH. You spoke of the Navy doing their buying locally. 
What do you mean by “locally” 

Mr. Mack. They are now in process of authorizing for local pro- 
curement. In other words, heretofore for years the requirements 
have been sent to Philadelphia and the Navy would consolidate their 
uying for the general items. 

Now they have screened their total list and, out of the total list, 
they have determined that, I believe, some 83,000 items will be author- 
ized for local procurement. 

By this, the local installations will have the authority to buy from 
the nearest facility, which means that they will look to us for the 
‘ind of things we carry. 

Senator SmirH. That is from a central Government warehouse ? 
You did not mean loc ally i in the State / 

Mr. Mack. There will be a number of items that are used very 
occasionally and in very small quantities that would not warrant our 

arrying in stores that they will be authorized to buy from local 
ommercial., 

Senator Smiru. Is that all by bid? 

Mr. Mack. They follow about the same ground rules that we do. 
They are authorized to negotiate for less than a thousand dollars, 

but on any requirement above that it would be, of course, formal 
bidding. 

Now, on a very small requirement, they probably would get infor- 
mal bids, and that is the practice we follow. 

Senator Smirn. Thank you, Mr. Chairman. 


SITES AND PLANNING FUNDS 


Chairman Haypen. I have just one more question with respect to 
the funds that you are going to use to buy this Rand-McNally build- 
ing. What else is it used for and how big is it? 

Mr. Meptey. The “Sites and planning 7 appropriation, Mr. Chair- 
nan, is the appropriation which is made available for the acquisition 
of sites and the expense in connection with the design of buildings 
to be acquired under the lease purchase program. 

That is a no-year appropriation. 

Karly this year, we had a nonobligated balance of $3,669,609. Con- 
gress appropriated $15 million on top of that for 1956 and, in addition, 
there is $5 million in the 1957 budget, which would make a total of 
ibout $23.7 million. 

Now, against that, our obligations in 1956 were originally esti- 
mated at about $11.7 million. However, because it has taken a little 
longer to develop the prospectuses and get approval of the Bureau 
of the Budget and the Senate and House Public Works Committees, 
. now figure that our obligations for 1956 will be about $10 million. 

For the same reason our program for 1957 has been scaled down 
to $10.2 million, so that we would have an obligational program for 

1956 and 1957 of about $20.2 million leaving an excess of $3.5 million 


irom which the $3 million for Rand- MeNally and the $450,000 for 


this “Expenses. general supply fund,” supplemental are proposed to be 
imaneed. 
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Chairman Haypen. Then you have plenty of money with which 
to work? 

Mr. Meptey. Yes, sir; with one exception, sir. I think we should 
point out that, if this program begins to move a little faster than jt 
has been in the past, along at the tail end of 1957 we might need y 
supplemental; but that again is geared to how rapidly “the lease. 
pure ‘hase projects are e developed and approved. 

Chairman Haypen. Are there any further questions from members 
of the committee ? 

If not, we thank you. 

The committee will stand in recess until 10 o’clock tomorrow 
morning. 

(W hereupon, at 11:10 a. m., Monday, March 26, 1956, the hearing 
was recessed until 10 a. m., Tuesday, March 27, 1956.) 
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TUESDAY, MARCH 27, 1956 


Unitrep States SENATE, 
CoMMITTEE ON APPROPRIATIONS, 
Washington, D. 0. 
The committee met at 10:05 a. m., pursuant to recess, in room F-37, 
e Capitol, Hon. Carl Hayden (chairman) presiding. 
Present: Chairman Hayden, Senators Chavez, Hill, Stennis, 
ridges, Saltonstall, Dworshak, and Dirksen. 


DISTRICT OF COLUMBIA 
FreDERAL CONTRIBUTION TO GENERAL FuND 


STATEMENTS OF HON. SAMUEL SPENCER, COMMISSIONER; HON. 
ROBERT E. McLAUGHLIN, COMMISSIONER; BRIG. GEN. THOMAS A. 
LANE, ENGINEER COMMISSIONER; SCHUYLER LOWE, DIRECTOR, 
DEPARTMENT OF GENERAL ADMINISTRATTION; WALTER L. 
FOWLER, BUDGET OFFICER; WILLIAM G. WILDING, DEPUTY 
BUDGET OFFICER; FREDERICK C. HEATH, M. D., DEPUTY DIREC- 
TOR OF PUBLIC HEALTH; AND DONALD D. BREWER, DEPUTY 
DIRECTOR, DEPARTMENT OF PUBLIC WELFARE, DISTRICT OF 
COLUMBIA 


COMMENDATION OF COMMISSIONER SPENCER 


hairman Haypen. The committee will be in order. 

Senator Dirksen, Mr. Chairman. 

Chairman Haypen. Senator Dirksen. 

Senator DirksEN. Commissioner Spencer, I understand that you are 

wut to forsake your place as a member of the Board of Commis- 

mers. 

Mr. Spencer. That is correct, Senator. I am going to return to the 
practice of law here shortly. 

Senator Dirksen. I want to say that I have had opportunity to see 
i good deal of you in your efforts here in behalf of the District, and 
that vou certainly deserve congratulations and the gratitude of the 
people, , 

I know from long experience what a rather thankless task it is, 

ring served for 16 years on the District Committee in the House 


531 


Re ee rn ed hae a SS wv a tae 





532 SECOND SUPPLEMENTAL APPROPRIATION BILL, 1956 


and having served on the Subcommittee on District Appropriations 
ever since I have been in the Senate. 

I share some of the expresisons uttered on the floor yesterday that 
it receives all too little attention on the part of the Congress. 

In view of the new responsibilities and the problems ‘that go along 
with growth here, the need for municipal facilities of one kind and 
another, it certainly deserves a great deal more attention than has 
been devoted to it. It is one of those regrettable things, perhaps it js 
one of those inescapable things that goes along with a rather busy and 
accelerated life here where there are so many ‘demands and comman ds 
made. 

I do want to contgratulate you for your devoted and unselfish sery- 
ice to the people of the Nation’s Capital. I think you richly deserye 
that congratulation. 

Mr. Spencer. Thank you very much, Senator. The help of friends 
of the District like yourself means a great deal to this city. I can 
tell you that. You know the District government extremely well and 
have been a very stanch supporter of the best interests of the city for 
many years. 

SUPPLEMENTAL ESTIMATES 


Chairman Haypen. The committee will consider the supplemental 
estimates for the District of Columbia government. The House al- 
lowed the full amount requested for 8 of the items, disapproved the 
$2 million requested as an additional Federal contribution to the Dis- 
trict’s general fund, and reduced by $20,000 the medical charities sup- 
plemental estimate of $150,000. 


All right, Mr. Commissioner, you may proceed with your explana- 
tion for restoration of the $2 million Federal payment requested. 


COMMUNICATION 


Your letter on the item will be made a part of the record. 
(The letter referred to follows :) 


GOVERNMENT OF THE DISTRICT OF COLUMBIA, 
EXECUTIVE OFFICES, 
Washington 4, D. C., March 22, 1956. 
Hon. CARL HAYDEN, 
Chairman, Committee on Appropriations, 
United States Senate. 

Dear SENATOR HAYDEN: The Commissioners of the District of Columbia beg 
respectfully to refer to the bill H. R. 10004, making supplemental appropriations 
for the fiscal year ending June 30, 1956, and for other purposes, and to request 
two changes therein as passed by the House of Representatives, namely: 


“DISTRICT OF COLUMBIA” 
Page 23, after line 2, insert the following: 
“FEDERAL PAYMENT TO DISTRICT OF COLUMBIA 


“For an additional amount for ‘Federal payment to District of Columbia, 
$2,000,000, of which $750,000 shall be available only for capital outlay.” 

This amount is required in order to bring the Federal payment to the District 
of Columbia for the fiscal year 1956 up to the $20 million authorized by the act 
of Congress approved May 18, 1954 (Public Law 364). The 1956 budget estimate 
was based on this amount. Increases in salary and other operating costs subse- 
quent to the enactment of the District of Columbia Appropriation Act, 1956, have 
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contributed further to the need for restoration of the total amount of the 
authorization. 
“DEPARTMENT OF PUBLIC HEALTH” 

Page 23, line 11, change “$130,000” to “$150,000”. 

This amount is needed for expansion of the program for the care and treatment 
of indigent patients of the District of Columbia in eight private hosptials. This 
would restore the amount of the budget estimate. 

The Commissioners request that an opportunity be granted them to appear 
before your committee in behalf of their request for these changes in the bill 
referred to (H. R. 10004). 

Very respectfully, 
SAMUEL SPENCER, 
President, Board of Commissioners of the District of Columbia. 


GENERAL STATEMENT 


Mr. Spencer. Thank you, Mr. Chairman. Let me give you briefly 
the background with respect to the Federal payment for fiscal 1956. 

Under the present law there is an authorization for that Federal 
payment of $20 million a year requested by the Commissioners in their 
budget and approved by the President. The House Appropriations 
Committee last spring cut this to $16 million, and, by a narrow vote, 
the committee was sustained on the floor of the House. The Senate 
Appropriations Committee restored the cut to $20 million, and this 
was approved by the Senate. The conference committee compromised 
on $18 million. That was the amount which ultimately became law, 
and the $2 million which we are now requesting is to bring that up to 
the full authorized $20 million. 


PAY INCREASE COSTS 


After the 1956 Appropriations Act was passed, Congress passed 
pay increases covering almost all District employees. These pay in- 
creases resulted in a total annual increase in the cost of operating the 
District of over $8 million. 

For fiscal year 1956 the pay increases amounted to $8.1 million. 

The supplemental appropriation bill now before this committee 
includes appropriations to cover these added costs. Congress ad- 
journed last summer without making provision to pay for these added 
costs. As a result, it has been necessary for the Commissioners to 
present to Congress a substantial revenue bill containing a number 
of tax increases. This bill was just passed by the Senate yesterday. 
However, these taxes will produce little revenue in fiscal 1956. 

It was obviously the view of this committee that the $20 million 
Federal payment should have been appropriated for 1956 in the 
first place. However, with the additional costs which have been placed 
pon the District by the recently enacted pay legislation, it is more 
important that this matter be reviewed again, and we believe that 
this committee will conclude, after doing so, that the Federal payment 
of $20 million in fiscal 1956 is fully justified. 


HISTORY OF THE FEDERAL PAYMENT 


If the committee has a few moments, I would like to very briefly 

give you a few facts about the history of the Federal payment. 
From 1878 to 1923, the authorized Federal payment was 50 percent 

of the District of Columbia budget. Throughout most of this period 
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this amount was also appropriated, but in fiscal year 1921 and 1929 
this amount was reduced in the appropriations to a 40-60 basis. 

In 1924, the authorization act was changed from 50 percent to 40 
percent. This continued to be the authorization until 1939, althoug) 
during aos period the full 40 percent was not always appropriated. 

In 1939, the authorization was changed to a fixed sum of $6 million, 
and in fiscal 1947 the payment was increased to $8 million. 

In 1947, after extensive hearings by the Joint Fiscal Committee of 
the Congress, the authorized payment was set at $12 million, of 
which $11 million was to be paid into the general fund and $1 million 
into the water fund as a payment for water used by the Federal Goy- 
ernment. 

Meanwhile, the budget of the District government had been in- 
creasing steadily, as had that of all other governments both Federal, 
State, and local. The percentage of the total budget paid by the 
Federal Government steadily declined. We have seen that for dee- 
ades it was 50 percent. In 1952, it had gone down to 8.5 percent. 
By 1954, it had become clear that the city was seriously lagging in 
making needed capital expenditures to provide for adequate services 
to the community. 

With the help of the very able citizens committee, a comprehensive 
10-year public-works program was developed. It contemp!l>ted ex- 
penditures of $305 million over a 10-year period. The financing of 
the program was to be in part by increased local taxes and in part | 
an increased Federal payment, the basic idea being that both the 
local residents and the Federal Government had an interest in pro- 
viding these needed facilitis. 


PUBLIC WORKS PROGRAM 


The public works program was passed in 1954 by the Congress. 


Under i the authorized Federal payment in the general fund was 
increased from $11 million to $20 million, an increase of $9 million, 
Some $14.5 million per annum in additional taxes were levied on the 
local residents. 

For fiscal 1955, the first year in which the program was in effect, 
the Congress appropriated the full $20 million and, of course, the 
District residents paid the taxes which were put into effect as part 
of that program. However, for fiscal 1956, Congress reduced the 
payment by $2 million, to $18 million. 

We feel that the Congress has a moral obligation to the District to 
pay the full $20 million and meet its part of the public works program 
The District taxpayers are required by law to meet their part of it. 

From what I have said, I believe you will agree that the full $2! 
million is historically more than justified. 


ECONOMIC JUSTIFICATION FOR FEDERAL PAYMENT 


Mr. Chairman, I have here a memorandum. It is not very long. 
It sets forth some of the economic justifications for the Feder: al pay- 
ment. I will be glad to submit this for the record, if you so desire. 

Chairman HaAypen That may be included in the record. 

(The memorandum referred to follows :) 
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THE FEDERAL PAYMENT TO THE DISTRICT OF COLUMBIA 


The relationship of the Federal Government to the District of Columbia was 
aptly described by Senator Southard in 1835 when he was chairman of the Senate 
eommittee investigating the fiscal relationship between the Federal and District 
Governments : 

the committee has been unable to separate the interests of the District 
from the interests of the United States. They regard it as the child of the 
Union—as the creation of the Union for its own purposes. The design of the 
Constitution and its founders was to create a residence for the Government, 
where they Should have absolute and unlimited control * * *,” 

It was further described in 1896 by William Howard Taft, later President and 
Chief Justice of the United States, as follows: 

“The object of the grant of exclusive legislation over the District was, there- 
fore, national in the highest sense, and the city organized under the grant became 
the city, not of a State, not of a district, but of a nation.” 

Such a relationship is obviously appropriate, but it is complicated in actual 
practice. Some aspects of this relationship result in limiting the revenues of 
the District of Columbia; other aspects impose unusual cost burdens upon the 
District because it is the Capital of the Nation. 

lllustrative of the means by which Washington's revenues are limited because 
tis operated as the Federal City are: 

1. The District was established and developed to serve the Federal Govern- 
went as its Capital, and does not have and probably never will have independent 
pasic industries that would support it. As a result, the Federal Government is 
actually the major “industry” in the District. Recent studies show that a cross- 
section of the Nation’s largest corporations pay approximately $1 in State and 
ocal taxes for every $20 spent for salaries. If the same ratio were applied to 
the Federal payroll of $950 million in Washington, and the Federal Government 
were to pay to the District the amount which a private employer of comparable 
size would pay in State and local taxes, the annual Federal payment to the Dis- 
trict would be $47.5 million. 

2. Land owned by the Federal Government in the District, exclusive of streets 
and alleys, amounts to 42.8 percent of the total land area of the District. No 
taxes are paid on this land and no other major city has such a large part of its 
land and improvements tax exempt. This area, together with the improvements 
thereon, if taxable, would yield $20.4 million in real-estate taxes. To further 
show how industry supports the ordinary city, a survey of taxes in the District 
revealed that for each $1 of real-estate tax that is paid by business there is an 
additional sum of $0.80 paid for other District business taxes. Consequently, if 
the Federal Government were taxable as a private business in the District, it 
would probably pay total taxes of about $37 million. This would indicate that 

Federal payment of between $37 million just mentioned and the $47.5 million 
cited in the previous paragraph could be justified without regard to other consid- 
erations, 

5. Washington attracts tax-exempt activities such as foreign agencies, pa- 
triotic organizations, and others, because it is the Capital City. Each vear more 
property is taken off the tax rolls; $25 million more of property (privately 
owned and foreign government) is exempt today than just 3 years ago, making 
a total of $187.1 million such property that is exempt. 

+. Building height limitations are set to prevent any commercial structure 
from overshadowing Federal structures, which precludes the skyscrapers com- 
hon to large cities. This limitation holds down realty values, likewise tax 
revenues. To show the effect of this, Chicago in its central business district has 
anemployment density of about 160,000 persons per square mile contrasted with 
40,000 in Washington. 

». Many local residents maintain their legal domiciles elsewhere and thereby 
entirely avoid payment of District of Columbia income tax, Also among District 
residents are an extraordinary number of persons in the military service who 
are exempt from the District of Columbia income tax under the Soldiers and 
Sailors Civil Relief Act. 

6. Many cities extend their boundaries to include growing suburbs. This ob- 
viously is not possible here, but is particularly pertinent to our problem in view 
of the fact that contrary to popular opinion the income of District residents is 
materially lower than in the surrounding suburbs. The income per family in 
M45 and 1954 compares as follows: 
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I 
ire 

District of Columbia_ - , pe eee $5, 04: $7 Ips é 
Arlington County, Va ; te 3, 14 ohne suc 
Montgomery County, ! 2! ne am 
. ; : th } 
Source: Sales Management magazine. . 
oj 
Turning to the matter of expenses, the District incurs increased costs oyey run 


and above those incurred by an ordinary city because it is the Nation’s Capita) 
Some examples of these increases are as follows: 

1. The Fine Arts Commission and National Capital Planning Commissio 
require the most public works structures be designed to harmonize with th 
Federal master plan for the Capital City. The new highway bridge cost 1 
million, or 21 percent, extra because of this. The Municipal Center is also ap 
illustration of fine monumental construction consistent with such concepts, E 

The federally conceived plan of the city calls for wide, beautiful, tree-lined $22 
streets such as few other major cities enjoy. Planting and maintaining these 
trees is costing $400,000 this year, and further increases are in sight. Wide 
streets also mean additional paving costs. 20 
An unusually fine federally operated zoo is wholly paid for by the District 
of Columbia. The cost this year is about $700,000. 

4. The National Park Service receives about $2 million each year from the 
District of Columbia for maintenance and operation of federally owned and 
controlled parks in the city. In addition, the District pays approximately 
$540,000 per year to support the Park Police. This is considerably more park 
land and more park expenditures than are customary in comparable cities ut 

The large volume of Federal structures imposes significant demands on our 
police, fire, sanitation, and other services, which cannot be precisely computed 
in dollars, but which nonetheless add to the cost of building and operating the u 
city. Approximations of some of these costs are as follows: 


Police: Special details___..____ : acta pie S60, 000 
Fire: Special services____- ; OK), (XN) L 
Cleaning streets in Federal areas________- hs , 175, O00 
Installing curbs and gutters abutting Feder: 1 property eae erm 
Motor vehicle titling, ete., of Federal vehicles__ see lebess ait 15, 000 1 


Temporary Home for Soldiers and Sailors sie 35, OO) 


6. The District is unique in being subject to Federal legislation that adds 
considerably to the cost of maintaining the city. For instance, under Publi , 
Law 648, 79th Congress, as amended, the District is required to share the cost 
of Federal grants for the construction of a hospital center and other hospitals 
The potential liability for these purposes is $17.5 million. 

7. Because of Federal expansion in the area, Washington is now completely 
encircled by a thickly settled area that is more populous than the city itself, and 
which requires the construction of expensive arterial highways to enable 
suburban populations to move to and from the city. The fact that two rivers 
have to be crossed by much of this traffic requires the construction of very 
costly bridges. 

The District, as do many municipalities, renders many services to commuters. 
Cities such as Philadelphia and St. Louis have solved this problem by the imposi- 
tion of an earnings tax. It has been suggested that the District levy such i 
tax to partially compensate for such services. This proposal is meeting strong 
protest by the neighboring communities. However, furnishing services to com- 
muters does impose an additional burden on the taxpayers of the District that 
is increasingly difficult to finance. 7 

secause of the fact that so many people are able to reside here and legally avoid 
some of our taxes, District residents who are subject to full taxation carry 4 
disproportionate share of the tax burden. This tax burden is now being mate 
rially increased, which does not appear to be justified by the trend in incomes 
in the District as compared with its suburbs. (See par. 6, p. 2.) 

These conditions, generally peculiar to the District of Columbia, make it 
quite apparent that extensive Federal partic ipation is needed and justified 
in the financial affairs of the District, and in fact indicate that the Organic 
Act of Congress creating the city showed a keen perception of the future when 
it contemplated financing the costs of the city on a 50-50 basis. 
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fhe years that the 50-50 relationship has been in disuse, that is, since 1920, 
ive principally the years during which so much of the city has fallen into disre- 
nairand decay and municipal services and facilities have lagged behind the needs. 
Such needs are much greater for a city that is required to strive toward being 
, model and is constructed along beautiful, but costly, monumental lines. 

At this time when the city again needs additional revenues, we believe it 
o be only equitable that the Federal Government again recognize its obligation 
1) its Federal city by providing a more equitable share of the increased costs of 
running the city. 

PER CAPITA TAXES 


1953 1954 
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Washington, D. C., including Federal payment, as this payment is 
comparable to taxes paid by industry in other localities. 


nussssesceasecevess Weighted average of comparable cities, In 1951 this covers cities 
of 600,000 to.1,000,000 population, excluding Washington, D. C., 
because data for all Class II cities (500,000 to 1,000,000) are 
not available for that year. The years 1952, 1953, and 1954 
include all Class II cities, except Washington, Db. C. The last 
official data are for 1954. The projection of these data to 1957 
is on a straight-line basis corresponding to the rate of increase 
for 1951 through 1954. 


Washington, D. C., excluding Federal payment. 


1 
The last official data are forel955. The years 1956 and 1957 are based on the 
effects of recent and pending tax increases. 


Department of General Administration, D. C. 
December 30, 1955 
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District OF COLUMBIA 


District of Columbia appropriations payable from the general revenues of the Disj 
of Columbia for the fiscal years 1924-57, exclusive, in each case of appropriation 
payable from the highway fund, the water fund, the sanitary sewage works fy», 
the motor vehicle parking fund, and trust funds, and the apportionment of 
propriations between the District of Columbia and the United States 


District of United 
Columbia States 
share st 


Total ippro- 


priations 
ire 


$23, 903, 75 $14, 463, 330 $9, 440, 425 
31,175 2 22, 030, 317 145, 355 
22, 139, 638 9, 000, 092 
24. 950, O87 000. 49] 
23. 35 9, 001, 790 
, 000, 217 
694, 306 ‘ , 306 9, 000, 000 
), 625, 286 36, 125, 25% 9, 500, 034 
840, 022 34, 33) 500, 111 
39, 626, 851, 775, 151 
700, 737 O00, 7 5, 700, 02% 

. 620. OSO, 709 , 539, 2 

, 205, 95 32, 588, 424 5, 707, 52 
, 182, 76 35, 177, 768 5, 005, 000 
. 143 36, 118, 792 , O25, N26 
, 494, 45 35, 494, 451 > 000. 000 
.7ei, 35, 777, 768 », 000, 117 
3, 136. 37, 136, 909 }, 000, 000 
7,401 . 401, 269 », 000, 000 
, 422, . 422, 932 . 000, 000 
54, 642, 642, 247 . 000, 000 
12, 599, 125 , 599, 125 . 000, 000 
» 128, 3 58, 728, 423 }, 000, 000 
584, : 000. 000 
744 11, 000, 000 
5, O17, 5 11, 000, 000 
, aol, 275 11, 000, 000 
124 : 800, O00 
865, 97 10, 400, 000 





5SY, 327 10, 000, OOO 
111, 11. 000, 000 
578, 76 20, 000, 000 
, 365 18, 000, 000 


$75, 391 22, 000, OOO 


fthe United States share it 50 percent 
d imates of $13,215, " d for later transmiss 


ment of $2 million. 


Che restoration of the $2 million reduction in Federal payment, made in 1956, will 
e for fisc il year 1956 to 13.95 percent. 


BRIEF HISTORICAL BACKGROUND OF FEDERAL PAYMENT 


The Organic Act for the Commission form of District government was appr 
June 11, 1878, (20 Stat. 102, ch. 180). Section 3 of that act provided the met 
for transmitting the estimates of the city government to he Congres and : 
lederal participation provided as follows: 

“To the extent to which Congress shall approve of said estimates, Congress 
shall appropriate the amount of fifty per centum thereof ; and the remaining fi! 
per centum of such approved estimates shall be levied and assessed upon 
taxable property and privileges in said District other than the property ot 
United States and of the District of Columbia.” 

From 1879 to 1924, we were on the 50-50 basis—this system being establisli 
as indicated by the act approved June 11, 1878. Notwithstanding this act 
Congress, however, in making appropriations for the District for the fiscal years 
1921 and 1922, Congress provided for a 40-60 basis. In 1923 the 40-60 basis ot 
appropriating was made permanent law. However, the District received Var 
ing amounts from 1925 through 1939. The law establishing the 40-60 basis 
appropriating was repealed by the provision of the District of Columbia Revent 
Act approved May 16, 19388. 

The District of Columbia Revenue Act of 1939, approved July 26, 1959, al- 
thorized to be appropriated, as the annual payment by the United States toward 
defraying the expenses of the government of the District of Columbia, the sum 
$6 million. This was the amount of the Federal payment for each of the fis 
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vegrs 1940 through 1946. For the fiscal year 1947, the Federal payment was 
‘ot at SS million. During these years and up to July 1, 1947, the water fund 
received no portion of the annual payments made to the District of Columbia 
vovernment by the Federal Government. After exhaustive hearings by a Joint 
Fiscal Committee, this Congress approved the law in reference to the annual 
Federal payment to the District of Columbia, being the District of Columbia 
Revenue Act of 1947, approved July 16, 1947. Article 6 of that act provides as 
ollows: 

“For the fiscal year ending June 30, 1948, and for each fiscal year thereafter, 
here is hereby authorized to be appropriated, as the annual payment by the 
lpnited States toward defraying the expenses of the Government of the District 
f¢ Columbia, the sum of $12,000,000, of which $11,000,000 shall be credited to the 
eeperal fund of the District of Columbia and $1,000,000 shall be credited to the 
water fund of the District of Columbia, established by law (title 48, ch. 15, D. C. 
Code, 1940 edition ).”’ 

The District of Columbia Public Works Act of 1954 was passed and enacted 
into law May 18, 1954. By it Congress amended the District of Columbia Revenue 
Act of 1947 (61 Stat. 361) by providing the following section: 

“Sec. 2. (a) For the fiscal year ending June 30, 1955, and for each fiscal year 
thereafter there is hereby authorized to be appropriated, in addition to the sums 
appropriated under section 1 of this article, an annual payment by the United 
states toward defraying the expenses of the government of the District of 
Columbia in the sum of $9,000,000: Provided, That so much of the aggregate 
annual payments by the United States appropriated under this article to the credit 
of the General Fund as is in excess of $13,000,000 shall be available for capital 
outlay only, and then on a cumulative total basis only to the extent of not more 
than 50 per centum of the cumulative total of capital outlay appropriations pay- 
ble from such general fund which becomes available for expenditure on or after 
July 1, 1954. 

“(b) If in any fiscal year or years a deficiency exists between the amount appro- 
priated and the amount of $20,000,000 authorized by this article to be appro- 
priated, additional appropriations are hereby authorized for subsequent fiscal 
years to pay such deficiency or deficiencies.” 

The budget estimate for $20 million for 1955 was approved by the Congress. 
The budget estimate for $20 million for 1956 was reduced by the Congress to 
S18 million. 


REVENUE ESTIMATES 


Chairman Haypen. Senator Stennis, do you have questions? 

Senator Srennis. I believe not, Mr. Chairman. 

May I say a couple of sentences here / 

We are having hearings across the hall on appropriations for the 
lower Mississippi flood-control projects, and I would like to be there. 

Ican recommend all these items in this District of Columbia mat- 
ter at the budget figure except this $2 million, and we can discuss that 
later. 

If I may be excused now, I would appreciate it. 

Senator Dirksen. What will be the status of your 1956 budget by 
June 30 if the $2 million is restored? Will you still be in a deficit 
position because of the pay increases / 

Mr, Spencer. It looks now, Senator, as though we will have a slight 
surplus. Last winter, when we sent our revenue bill up to Congress 
in January, the best revenue estimates that we had indicated that we 
would have $3.2 million deficit at the end of 1956 unless added revenue 
Were obtained from some source. If it had not been for these pay 
increases of some $8 million, we would have ended fiscal 1956 with a 
surplus of about $5 million, but, with that added $8 million, it looks 
isthough we would have a deficit of about $3.2 million. 

We had hoped to be able to get this $2 million of the Federal pay- 
lent restored and to make up the other $1.2 million from the revenue 
program, the tax program which has just passed the Senate. How- 
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ever, in the last 2 or 3 months, because of the very favorable busines 

saediaees that are prevailing here as well as throughout the country. 
our revenues have picked up a little, and the latest estimates that we 
have look as though we may be $2 million or $3 million above the es 
mates that we had in January; so that it looks as though, if we o 
this $2 million, we will have a slight surplus and if we had not hia 
the $8 million increase in the costs bec ause of the pay increases ye 
would have ended up the year with a $5 million sur plus. 

Chairman Haypen. When will the next official estimate of revenyes 
be known ? 

Mr. Srencer. The 4th of April, Mr. Chairman. 

Chairman Haypen. You can provide the committee with that est 
mate at that time. 

(The estimate referred to appears on p. 594-595.) 


METROPOLITAN POLICE 
JUSTIFICATION 


Chairman Haypen. The next item relates to the Metropolit: in Po- 
lice and for which the House allowed the estimate of $240,000. 


The submitted justification will be placed in the record. 
(The justification referred to follows:) 


JUSTIFICATION FOR METROPOLITAN POLICE 


This is for payment, at annual basic rates, to members of the Metro 
Police force for services performed on days off, the granting of which was 
suspended during the emergency created by the transit strike, July 1 to An- 

gust 22, 1955, which payment is authorized by the provisions of Public Law 227, 
S4th Congress, approved August 4, 1955 (69 Stat. 491). 

Simultaneously with the announcement of the Capital Transit strike, the 
Board of Commissioners, District of Columbia, proclaimed an emergency (C. 0 
55-1172, June 27, 1955) and in accordance with section 904 (b), title 4, District 
of Columbia Code, 1951 edition, the Chief of Police suspended and discontinued 
the granting of 2 days off in 7 for members of this Department. 

The strike and emergency existed between July 1 and August 22, 1955. During 
this period Public Law 227, 84th Congress, was enacted, which provided th 
members performing duty on their days off as a result of an emergency were 
entitled to receive payment therefor at their basic annual salary rate. Al- 
though all practicable measures were adopted to reduce payment for working 
days off to a minimum, the additional cost created by enactment of this law 
was $224,000. Payroll records indicate that $224,112 was actually paid mem- 
bers for working on days off during the strike. 

Further, as a result of this emergency, all available members of the foreé 
performed duty on July 4, a national holiday, instead of the skeleton force 
normally necessary. Public Law 195, 82d Congress, provides payment of twice 
the amount of regular pay for members performing duty on such holidays. 
The additional cost because of all members working was $16,000. Payroll re 
ords indicate that $44,968 was actually paid members for working on July 4, 
1955. A normal July 4, with a skeleton force, would have required only $25,000 

Absorption of any of these costs is not feasible as any savings realized must 
he utilized to reduce a subsequent supplemental to cover additional costs created 
by the pay increase (Public Laws 94 and 244, 84th Cong.). 


Chairman Haypren. Does anyone want to comment on that fur- 
ther? 

Mr. Lower. Mr. Chairman, the record is rather complete on that. 
It was a very essential service that was performed and both the Con- 
gress and the Commissioners felt that this payment should be made. 
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So, this swim is to provide the money after the fact for complying with 
an act of Congress. 
Chairman Haypen. All right. Thank you. 


DEPARTMENT OF Pupiic HEeALtu 


MEDICAL CHARITIES 


Chairman Haypen. The next two items concern the Department 
of Public Health. The House allowed $130,000 of the $150,000 re- 
guested for medical charities. The reduction of $20,000 is asked by 
the Commissioners to be restored to the bill. 

The other item covers a 1954 deficiency of $137,489 for Freedmen’s 
Hospital, and the House approved the sum. 


JUSTIFICATIONS 


The justifications filed in support of the two items will be placed 
in the record, 
(The justifications referred to follow :) 


JUSTIFICATION FOR DEPARTMENT OF PUBLIC HEALTH 


Vedical charities, $156,000 

rhe District of Columbia has contracts with eight voluntary hospitals to 
ptain care for qualified indigent patients. The object of this program is to 
furnish care in emergency cases at the nearest possible hospital. 

In the fiscal year 1956, it is proposed to expand the program slightly to) 
provide care for a limited number of planned admission cases in addition to 
the emergency cases. Such expansion in the program will make it possible for 
patients to obtain complete continuity of care in the hospitals at which they 
have started. Heretofore it had been the practice that when a patient was 
diagnosed in the outpatient clinic of a contract hospital as requiring an extended 
period of inpatient hospital care for a surgical or other condition, that patient 
was referred for such care to District of Columbia General Hospital. In the 
latter institution, it was then necessary to repeat the tests, sometimes at con- 
siderable additional expense to the Government, to confirm the diagnosis. Thus 
the program for continuity of care will result in a more efficient utilization of 
finds as well as a more humane treatment of patients. 

The amount of $150,000 requested above will provide $88,000 for allocation 
to the emergency-Care program and $62,000 to the new planned-admissions pro- 
cram. The former amount is necessary to provide sufficient funds to eliminate 
deficiencies which amounted to aproximately $85,000 in 1955 and $43,119.95 in 
It}4. The latter amount will make it possible to switch 8,611 clinic visits and 

daily average of 8.2 patients from District of Columbia General to the volun- 
lary hospitals. These numbers, however, are so low that they will provide 
only slight relief to the crowding at the former institution. 

The amount of $150,000 will be divided among the voluntary hospitals as 


follows: 
; Emergency Planned 
Hospital cases admissions Total 


$15, 660 $12, 000 | $27, 660 

20, 140 12, 000 32, 140 

; . 26, 680 ; 26, 680 

ear, and Throat 5, 220 3, 000 11, 220 

( : 1, 160 4, 000 5, 160 

torge Washington University 6, 090 | , 000 14, 090 
‘eorgetown University j 6, 960 , 000 14, 960 
Vidence 5, 090 3, 000 18, 090 





87, 000 3, 000 150, 000 
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JUSTIFICATION FOR FREEDMEN’S HOSPITAL 


Freedmen’s Hospital provides services for the care of indigent residents 9; 
the District of Columbia. Its facilities are needed to supplement some of thp 
services at District of Columbia General Hospital which are operating beyonq 
their optimum capacity. In turn, Freedmen’s Hospital needs District indigent 
patients to operate a training program and to maintain its accreditation, 

In fiscal year 1954, Freedmen’s Hospital maintained a daily average of 4 
general patients, 47 tuberculosis patients, and provided 869 emergency room 
visits and 21,591 clinic visits as compared to a daily average of 38 general pa- 
tients, 49 tuberculosis patients, and 668 emergency room visits and 21,686 clini; 
visits in fiscal year 1953. The services furnished by Freedmen’s Hospital jp 
fiscal year 1954, however, were $137,488.81 in excess of the amount of $300,000 
appropriated to pay for such services. This deficit was due to (1) increases 
in demand for services in 1952 and 19538 and maintained in 1954; and (2) jp. 
creases in the rate of payment from $9 to $13.44 a patient-day for generg| 
patients and from $9 to $11.50 for tuberculosis patients. 

The following table shows the computations by which the amount of $137. 
{88.81 was obtained: 


Number of 


units Unit cost Total cost 


General day’s ward care- - - ; ; = 14, 640 $13. 44 $196, 761. 6 
luberculosis annex day’s w: ard care. 17, O87 11. 50 196, 500. 50 
Emergency room visits- -- -- ; ws 869 2. 00 1, 738. 
Clinic visits-_- sa . 21, 591 2.00 43, 182. (K 


Total byebe able 438, 8 
Less deductions (insurance contracts not collected by hospital) . siete 693. 2 


Total - awe - —e o- 437, 488.81 
ppropriation, 1954--- osbasoncnseus ones . “ 300, 000. 00 


Deficit, 1954- - - ge a -seeeion ‘ 7, 488. 81 


CONTRACTS FOR CARE OF INDIGENT PATIENTS 


Chairman Haypen. Dr. Heath, can you tell us about these two 
estimates ? 

Dr. Hraru. Yes, Senator. 

The District of Columbia has contracts with eight voluntary hos- 
pitals to obtain care for qualified indigent patients. The object of 
the program is to furnish care to emergency cases at the nearest 
hospital. 

During the fiscal year 1956 it was proposed to expand the program 
slightly by prov iding care for a limited number of so-called — 
admissions in addition to the emergency care program. Such planned 
admissions would serve a multiple purpose in that this would provide 
continuity of care at the hospitals where the patients had already 
had outpatient workups; secondly, it would help to maintain the 
accreditation program of the various hospitals; and, third, it would 
be a slight help to the District of Columbia General Hospital. 

There is a restoration of $20,000 requested. This would be applied 
to the planned admissions program and would, therefore, bring the 
anticipated amount for this planned admissions program up to 
$865.000. 

[ would like to point out that the cost of the emergency care pro- 
gram must be satisfied first because that is the group of cases over 
which we have no control. They are brought to the pare by 
various means, such as the emergency ambulance service, or taxi- 
cabs or private cars picking someone off the street and ated them 





tr 
rik 
ha 
in 


col 


ot 
the 
ond 
ent 


4) 
0m 
pa- 
‘inic 
1 in 
000) 
ases 
) in- 
eral 


T6L. 6 
500. 50 
738. Of 


- hos- 
ct of 
arest 


ora 
unned 
aAnned 
“ovide 
ready 
n the 
would 


pplied 
1g the 
up to 


@ pro- 
s over 
als by 
» taxi- 
r them 


SECOND SUPPLEMENTAL APPROPRIATION BILL, 1956 543 


io the hospital. Then we are notified by the hospital that they have 
, certain person there and they feel that this person is eligible to 
participate in the medical care program. Then our Medical Assist- 
ance Division investigates the case to see if the person is eligible 
by reason of residency and by income status. 

"[ think it would be interesting to note that we do have some con- 
trol over the acceptance of these cases. In fact, based on our expe- 
rience for the first 6 months of 1956, our Medical Assistance Division 


has rejected 18 percent of the names submitted to us for participation 
in the program. 


ALLOCATION OF CASES TO PROPER HOSPITALS 


Chairman Haypren. As [ understand, certain hospitals like certain 
classes of cases ¢ 

Dr. Hearuo. Yes, Senator. 

Chairman Haypen. They complain that patients are sent to them 
that do not fit in with their program. If you had this money, you 
could give better supervision and be able to better allocate the cases 
tothe proper hospitals, is that right 

Dr. Hnatw. Under the planned admissions program, yes, Senator. 

Chairman Haypen. That is what I am getting at. 

Dr. Hearn. As I say, this $20,000 would then give an anticipated 
amount of $638,000 for the planned admissions program. Basically, 
interms of patients, that would mean at $14 a day, one bed-year would 
cst in round figures $5,000 so that that would be 12 patient bed-years. 
Any increase you may have in planned outpatient visits at $2.40 per 
visit would naturally cut that down from the 12 bed-years, or, if you 
hal an unanticipated increase in the emergency-care program, that 
would of necessity offset arid decrease this amount of $63,000 because 
the emergency-care program must be paid for first, since that com- 
prises the group of cases over which we have no control. 

Chairman Haypen. I understand. 

Dr. Hearn. Therefore, we would not send planned admissions to 
ay particular hospital unless that particular hospital had credits in 
line with its appropriation. Otherwise, we would be woefully vio- 
lating the act. We have no intention of that. 

Chairman Haypen. Thank you. 


DEPARTMENT OF PuBLic WELFARE 
HOUSE ACTION 


The next two items relate to the Department of Public Welfare. 
The House allowed the budget estimates of $250,000 for public as- 
stance grants, and $327,000 for additional costs of care of boys com- 
uitted to the National Training School—a Federal institution, in the 
Hiscal year 1955. 


JUSTIFICATION 


The justifications submitted for the two estimates will be placed in 
he record. 


The justifications referred to follows :) 
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JUSTIFICATION FOR PUBLIC ASSISTANCE 


The House of Representatives Subcommittee on Appropriations for the Districe 
of Columbia added funds for 37 additional social workers or investigators anq 
stated “the increase in staff should reduce expenditures for care of dependent 
children in fiscal 1956 * * *. The committee is providing this increase with 
the firm expectation that the requests for funds for this type of assistanc 
should greatly diminish in the immediate future.” 

The Department experienced increased difficulty in establishing positions 
and recruiting qualified staff to the extent that the reorganization of the Pubjj 
Assistance Division was not completed until February 1956, and has not beep 
able to realize the extent of reduction that was anticipated. The Departmen: 
is of the opinion that the program that had been adopted will continue to he 
effective. By concentrating on the aid to dependent children program in accord. 
ance with the mandate from the Congress, the caseload has been reduced fron 
2,448 cases in December 1954 to 2,064 cases in December 1955. It is estimated 
that total expenditures in that category will be approximately $884,000 less jy 
fiscal 1956 than in fiscal 1955 and that the expenditures for local money will be 
approximately $127,000 less. The expenditures for other categories of assistance. 
primarily old-age assistance and aid to the permanently and totally disabled 
have gradually increased and it is estimated that the reduction of $127,000 will 
be offset by those increases so that the total expenditures of local funds for 
assistance will be reduced by approximately $32,000. 

Because of the delay in getting this positive program under way, the Depart- 
ment has not been able to effect the amount of reduction that was anticipated, 
and in order to continue paying assistance grants at 78 percent of need based 
on April 1953 prices a supplemental appropriation of $250,000 is requested. 


JUSTIFICATION FOR NATIONAL TRAINING SCHOOL 


This is for an additional amount for the fiscal year 1955 for reimbursement 
to the Federal Treasury for the care of boys committed to the National Training 
School for Boys (a Federal institution) by the juvenile court in excess of the 
amount included for this purpose in the District of Columbia Appropriation 
Act, 1955. 

The Department of Public Welfare of the District of Columbia has no control 
over the number of boys committed by the court to this school, the child popula- 
tion of the District continued to increase at an accelerated rate, and there was 
a percentage increase, which was reflected nationwide, in juvenile delinquency. 

Last year a deficiency appropriation was requested for this item to meet the 
obligations through 1954. It was our understanding at the time that we were 
to continue operations through 1955 and if funds were not sufficient to meet the 
need, another supplemental would be requested. The same reasons existed i 
1955, as in previous years, for additional funds to cover the liability to th 
National Training School for Boys. 


Number’ |Average daily} Average cost 
budgeted population per day 


1952 : dS ae aoe 170 207 $5. 30 | 
1953 : 170 265 4.89 
1954 : 189 346 4.53 
1955 189 | 384 | 
ea Peet st bons 
While the outstanding obligation for the care of District of Columbia juveniles 
for the year 1955 is $367,350.14, this entire amount will not be required in 4 
supplemental appropriation: $40,350.14 of the $45,652.51 unobligated balance 1s 
available to reduce this deficit to $327,000. 
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TRAINING SCHOOL FOR BOYS 


Chairman Haypen. Do you want to put a justifying statement into 
the record ¢ 

Mr. Brewer. Iam Donald D. Brewer, Deputy Director. 

In regard to the item for the National Training School for Boys, 
this is an item to permit us to pay for the reimbursement to the Fed- 
eral Government for the care of District boys committed to that insti- 
tution. 

For the past several years we had not budgeted sufficiently to pay 
this bill, so to speak, and we have asked for this supplemental to meet 
the anticipated costs for the remainder of this fiscal year. 


INCREASE IN JUVENILE DELINQUENCY 


Chairman Haypen. According to the newspapers, the juvenile de- 
linquency is on the increase and there is need for some money. 

Mr. Brewer. These are the more serious cases that we cannot pro- 
vide for in our own District institutions, the older, more serious cases. 


Chairman Haypen. They start out as delinquents anyhow. 
Mr. Brewer. Yes, sir. 


AVERAGE POPULATION 


Senator Dirksen. How many do you have, Mr. Brewer? 

Mr. Brewer. We had in the last fiscal year in all Federal institu- 
tions a daily average of about 356. In the National Training School 
for Boys itself we had approximately 200 at any one time. 

Of course, commitment in the District is commitment to 21 years 
of age. If a boy is committed, for instance, at the age of 17 and 
cannot be handled at the National Training School, he may be later 
transferred to one of the Federal reformatories. We still pay for 
that care out of this appropriation. 


PUBLIC ASSISTANCE GRANTS 


In regard to our public assistance deficiency, we are asking for a 
deficiency of $250,000 to permit us to maintain our public assistance 
grants for the remainder of the year at the current rate which is 
actually about 78 percent of February 1953 costs. That is based on 
an anticipated case load of approximately 8,200 cases. 

The appropriation granted us additional funds for personnel. We 
were given a decrease in funds for the total grants. 

Chairman Haypen. You did not need them because you did not 
have as big a load? 

_ Mr. Brewer. Yes, sir. Our public assistance load has increased 
in three categories: Old-age assistance, aid to the blind, and aid to 
the disabled. We have had a decrease in the aid to dependent chil- 
dren, which is our largest category. Although that has decreased, it 
has not decreased to the amount that we hope it will and that we 


anticipate for the next year, so that this is the difference for that. 
Chairman Haypen. Thank you. 
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ELECTRIC STREET LIGHTING 
JUSTIFICATION 


The next item is $393,000, the budget estimate and House allowance 
for increased costs of electric street lighting. 

The justification submitted for the estimate will be filed in the 
record. 

(The justification referred to follows:) 


JUSTIFICATION FOR DEPARTMENT OF HIGHWAYS 


This is for increased costs of electric street lighting necessitated by Public 
Utilities Commission Order No. 4184, effective May 6, 1955, which increased the 
electric energy rate and service charge for all types of metered service and 
street lighting facilities. The energy rate was increased approximately 7 percent, 
and service charges were increased 40 percent. 

The appropriation for operating expenses of the Department of Highways 
for the fiscal year 1956, as contained in the District of Columbia Appropriation 
Act, 1956, is $5,967,000, of which $2,112,000 is payable from the general fund. [It 
is within this latter amount that there was included $1,259,458 for street lighting, 

The annual energy cost of all lights burning the maximum 4,034 hours js 
$504,592, and the annual service charge for all lights in service is $1,148,456. 
for the fiscal year 1956, or a total amount of $1,653,448. Deducting the amount 
available for the fiscal year 1956, $1,259,458, leaves $393,990 as the additional 
amount required for the payment of street lighting bills for this fiscal year. 

Careful review has been made as to what could be done to absorb some of this 
deficit in 1956 by curtailment of street lighting, and the problem has been dis. 
cussed with the Chief of Police and the Potomac Electric Power Co. 

The reduction in street lighting is not a simple matter of removing the lamp 
from the socket or fixture, as the rate structure set up by the Public Utilities 
Commission is divided into two parts, energy and current consumed based on 
burning time, and the service charge. The service charge is the greatest cost 
and cannot be curtailed unless we remove the entire fixture from the street, 
disconnecting same from the power company’s circuits. The cost of removing 
and replacement would be far in excess of the money saved. 

In accordance with the Public Utilities Commission’s rate structure, we can 
only save the energy cost, which for 12 months’ burning is $504,592. It would be 
necessary to place the city in almost total darkness in order to save the amount 
of our deficit. It would appear that to curtail street lighting would not be in 
the public interest and would definitely create a serious crime and trafic 
condition. 


NEED FOR ADDITIONAL FUNDS 


Chairman Haypen. Why is this additional sum needed at this time! 

General Lane. This item is necessitated by an increase in the rates 
for energy allowed by the Public Utilities Commission of the District 
of Columbia in Order No. 4184. When this order was issued, I took 
up with the Director of Highways the possibility of reducing this 
deficiency as much as possible by reducing our consumption of energ! 
in the remainder of this fiscal year. I found that, because of the 
peculiarities of the rate structure, the reduction of lighting woull 
produce only a minor reduction in the cost of the service, and als0 
that our level of lighting in the District of Columbia is closely related 
to our police responsibilities for the prevention of crime and the re 
duction of accidents in the city; so that, we found that there was n0 
substantial reduction in consumption that was practicable for thos 
reasons. 
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SETTLEMENT OF CLAIMS AND SUITS, JUDGEMENTS, AND AUDITED CLAIMS 


JUSTIFICATIONS 


Chairman Haypen. The next 3 items relate to the settlement of 
claims and suits, for $44,708; judgments for $18,728, and audited 
claims in the amount of $85,785. 

The detailed justifications filed in support of these items will be 
Jaced in the record. 

(The justifications referred to follow :) 


JUSTIFICATIONS FOR SETTLEMENT OF CLAIMS AND SUITS 


The District of Columbia Appropriation Act, 1956, under the head of “Office 
of the Corporation Counsel,” included the amount of $10,000 for the settlement 
of claims not in excess of $250 each, approved by the Commissioners in accord- 
ance with the act of February 11, 1929, as amended. 

The accompanying estimate of appropriation of $44,708 is submitted in order 
to pay claims under the same act of Congress which are in excess of $250 each, 
as follows: 


Amount of 
claim or 
suit 


Amount of 
settlement 


Claimant Nature of claim 


Damage to Owanda E. Arms automobile, in- 
sured by Allstate Insurance Co., result of 
being struck while parked on north side of 
C St. SE., by Fire Department truck 
Feh, 10, 1954. 

Personal injuries (fracture of left ankle, con 50, 000 
tusions and bruises of body) from fall in under- 
ground streetear terminal (public space) at 
14th and C Sts. SW., on Aug. 20, 1952 (settled 
for $2,500—Capital Transit Co. paid $750 

Reimbursement of expense to reconnect plumb- 
ing to sewer at 3401 Broad Branch Terr. NW., 
ufter Sewer Division had directed connectic1 
to an abandoned sewer. 

nd Arthur | Personal injuries (Pott’s fracture of the left 20. 000. 

ankle) from fall on defective sidewalk east side 
of 20th St. NE., between H and I Sts., on 

Sept. 5, 1951 
Service Trucking Co., Inc Damage to refrigeration unit on truck when 
struck by public schools truck on Virginia 
Ave. between 3d and 4th Sts. SW.,on May 17, 

1954. 

Mills, and Joseph Personal injuries (contusions of left side of head, 
l Jr., and First scalp, shoulder, chest wall and lacerations of 
Insurance Co, of ear lobe to Mills, Sr., and cut on left kneecap 
to Mills, Jr.) and property damage to auto- 
mobile struek by Division of Sanitation truck 
on Military Rd. at or near Ross Dr. NW., on 

Jan. 11, 1954. 

Minor personal injuries and property damage ti 
automobile struck by Division of Sanitation 
truck at North Capitol St. and Hawaii Ave. 

5 NW., on Apr. 25, 1955. 

Middle River Volunteer Am- Damage to ambulance result collision with 
bulance & Rescue Co., Ine. Board of Education station wagon at 4th St 

: and Independence Ave. SW., on Jan. 8, 195° 

Lena Rosenthal Personal injuries (fracture of right shoulder with 

minor permanent disability) from fall in defec- 
tive public alley at rear 4710 14th St. NW., on 

= Dec. 29, 1954. 

William ~. Hennessy, and | Personal injuries (to neck and to spinal disks) 
Black & White Cab Co., and damage to automobile result of being 

Inc struck by Division of Sanitation truck at 

Wisconsin Ave. and Que Sts. NW., on Nov. 

: 22, 1954. 

“ertrude Sheer and Albert , Personal injuries (sprain of right ankle and 65, 000, 0 
Sheer knee and bursitis in shoulder) result fall into | 
depression in tree space adjoining defective 
sidewalk west side of 3d at Underwood Sts. 
NW., on Nov. 4, 1952. 

Damage to property and replacement of sewer | 
lateral at 3700 Horner Pl. SE., damaged dur- 
ing storm sewer construction December 1953. 


See footnotes at end of table. 
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Claimant Nature of claim 


Thomas S. Peery and Mar- | Personal injuries (muscles of shoulder, back and 


garet Todd Peery. 


Potomac Electric Power Co-- 


Thelma I. Bradshaw and Ellis | 


Phillips. 


Gregory 8S. Prince---.._-- 


Hazel M. Alverson---- 


Ruby Clarkson. - 


Rose Exton. 


Louis Schuman... - 


Agnes Fogelgren 


Elizabeth M. Hamberger- 


K. Ruth Penn--- 


Jamele Haddad----------- 


Martha Souder 


Rose Lichtenberg 


Rainbow Cab Co-_--- 


Farm Bureau Mutual Insur- 
ance Co. and Francis J. 





DeMeza (combined claim). | 


Steuart Bros., Inc 


Ruth I. Nash 


neck, with claim of traumatic neurosis) result 
fall on defective paved public parking ad- 
joining 1300 North Capitol St., NW., on 
June 25, 1952. 

Reimbursement of 46 of $17,500 settlement to 
Jeannette A. Quigley (under agreement with 
District) for personal injuries (Colles’ fracture 
of left wrist and fracture of hip; femoral of head 
removed and replaced with prosthetic head) 
from fall on defective sidewalk next to Pepco 
manhole front of 1362 Otis Pl. NW., on May 
2, 1953. 

Personal injuries (dislocation of left forearm, 
fracture of head of left radius) to Thelma 
Bradshaw; and damage to motorcycle of 
Phillips result roadway depression, in front 
of 3113 Stanton Rd. SE., on June 21, 1954. 

Damage to automobile from striking raised and 
protruding curb, east side of Connecticut Ave. 
north of Florida Ave. on Dec. 29, 1954. 


Personal injuries (sprain of left knee and fracture 


of upper teeth) result fall on defective sidewalk 


| Amount of 


on north side of F St. NW., near 19th St. on | 


Mar. 14, 1952. 

Personal injuries (sprained ligaments of right 
knee and contusions) result fall defective side- 
walk front of 1337 Connecticut Ave., on Aug. 
7, 1952. 

Personal injuries (infection in deep laceration on 
knee) result fall on defective sidewalk space 
on east side of 2d St. NE., between L and M 
Sts., on Jan. 29, 1955. 


Damage to parked automobile, struck by Dis- | 
trict of Columbia fire truck on 4th St. SW., 
south of K St., on Jan. 20, 1955, when tillerman | 


lost control. 
Personal injuries (fracture of right foot) from 


fall in hole in tree space approximately in | 


front of 4847 Kansas Ave. NW., on Dec. 8, 
1952, result removal of tree. 


Personal injuries (fracture of the right hip) from | 


fall on abandoned stopcock hole in sidewalk 
on west sidewalk of Columbia Rd. NW., 100 


feet north of California St., on Mar. 6, 1953 | 
(settled for $1,000 of which $500 paid by abut- | 
ting property insurer and $500 by District of 


Columbia). 


Personal injuries (fracture of right shoulder and | 
elbow, removal of head of humerus with 85- | 
percent permanent disability to arm) from | 


fall on defective crosswalk at 
catur Sts. NW., on Nov. 28, 1953. 
Personal injuries (fracture of left shoulder) from 


3d and De- | 


fall on defective roadway of 3500 block of East | 


Capitol St., on Jan. 30, 1953. 


Personal injuries (fall on face with resultant | 


paralytic stroke with some residual after 2 
vears) from fall on defective sidewalk front of 
MacArthur Theater, 4859 MacArthur Blvd., 
on June 16, 1953. 


Personal injuries (fracture of right arm with | 


claimed permanent injury) from fall on de- 
fective sidewalk on south side of Shepherd St. 
adjoining premises 3937 Georgia Ave. NW., 
on June 25, 1952. 


| Damage to parked automobile, struck by Dis- 


trict of Columbia fire truck in the 1000 block 
of 4th St. SW., on Jan. 20, 1955, when tillerman 
lost control. 

Damage to DeMeza automobile, insured by 
Farm Bureau Mutual, struck while parked 
on Independence Ave. SE., opposite ramp of 
National Guard Armory on Aug. 15, 1955, by 
National Guard truck on District of Columbia 
police business. 


| One-half cost replacement of sidewalk laid by 


claimant at 12th & South Dakota Ave. NE., 
damaged result improper backfill in laying of 
sewer line prior to construction of walk. 
Personal injuries (ankle sprain, paralysis of in- 
testines, compression fracture of vertebra, 
with claimed permanent injury) result of fall 


on defective sidewalk corner 3d and E Sts. | 


NE., on June 16, 1953. wa 


See footnotes at end of table. 


claim or 
suit 


60, 000. 00 


50, 000. 00 


310. 28 


50, 000. 00 


20, 000. 


15, 000. 


30, 000 


20, 000. 


25, 000. 


25, 000. 


1, 800 


1, 850.00 





550. 00 


500. 00 


3, 000. 00 


600.0 


2, 000. 00 


440.9 
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| 
Amount of | 
Claimant Nature of claim claim or | 


suit 


Amount of 
| settlement 
| 


Frederick and Marian E, | Personal injuries (to Frederick: severe back 25, 000. 00 1, 000. 00 
Gartrell. sprain with claimed permanent residual, con- 
tusions to arm and chest; to Marian: bruises 
and contusions to chest, leg, shoulder, neck 
and claimed permanent nervous upset) pas- 
sengers in taxicab in collision with Sanitation 
Division vehicle, 2d and K Sts. SE., on Apr. 
24, 1953 (settled for $3,000; $2,000 paid by 
cab owner and the drivers). 
Jessie Blahoski Personal injuries (severe Colles’ fracture of | 50,000.00 
wrist with residual disability, and fracture of 
5th metatarsal of foot) result fall on defective 
sidewalk, llth & G Sts. NW., on Mar. 26, 1953. 
Laura Johnson Personal injuries (broken nose, loss of tooth, 
bruises and lacerations) result of fall over pro- 
truding brick in public space, 53d Pl. near 
Central Ave. SE., on Sept. 15, 1953. 
Mabel Utz, William L. Utz...| Personal injuries (fracture of 5th metatarsal of | 30,000.00 
left foot with claimed partial residual) result 
fall on defective brick sidewalk at or near 81 P | 
St. NE., on Nov. 6, 1952. 








Miscellaneous. - 


Total se ‘ ks idle gadR nee aL ane 4 castindie 44, 707. 91 





To both Mills. 
2To First Security Insurance Co. 
+ To Hennessy. 

‘To Black & White Cab Co., Inc. 
§ Unstated. 

6 To Bradshaw. 

’To Phillips. 


JUSTIFICATION FOR JUDGMENTS 


For the payment of final judgments rendered against the District of Columbia, 
as set forth in House Document No. 330 (84th Cong.), $18,728, together with such 
further sums as may be necessary to pay the interest at not exceeding 4 percent 
per annum on such judgments, as provided by law, from the date the same be- 
came due until the date of payment. 





Amount of 
judgment 


eorge L. Abell et al_. ww ai oa — { ». 35 
Spottswood Thomas Bolling GEOREvetccsensce pid =’ 94. 1 94.19 
Walter Green. “4 Patiala ‘ $6, 000 51.6 5, 051. 60 

muel M. Greenbaum, trustee in Saenrayney ‘ nee 5 23. 85 
lon aret Larry. 7 i 2, 000 { . 00 
National Wildlife Federation. - - owe 31. 31. 00 


Aileen Randle. . eta : . ee 5, 000 4.15 | 4.15 
Paul Wendel __ a @anaated € ad . 9. 30 
Beatrice Williams... eae : 1, 800 | 536. 96 2, 436. 96 
Joseph L. Young, a minor by his next friend, Alice M. ing | | 

and Henry L. Young...-.------ vee a 2, 000 |--- { . 00 





Total. a a ‘ : 16, 800 | 1, 927. 40 | 18, 727. 


JUSTIFICATION FOR AUDITED CLAIMS 


For an additional amount for the payment of claims, certified to be due by 
the accounting officers of the District of Columbia, under appropriations the 
balances of which have been exhausted or credited to the general fund of the 
District of Columbia as provided by law (D. C. Code, title 47, sec. 130a), being 
for the service of the fiscal year 1953 and prior fiscal years, as set forth in 
House Document No. 330 (84th Cong.), $85,785, together with such further 
sums as may be necessary to pay the interest on audited claims for refunds at 
hot exceeding 4 percent per annum as provided by law (act of July 10, 1952, 
66 Stat. 546, see. 14d). 


Salaries and expenses, Collector’s Office, District of Columbia, 1949, 
refunds 


Salaries and expenses, Collector’s Office, District of Columbia, 1950, 
refunds 
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Salaries and expenses, agency services, Public Welfare, District of 
Columbia, 1950 
Salaries and expenses, Collector’s Office, District of Columbia, 1951_ 
General supervision and instruction, public schools, District of Co- 
lumbia, 1951__. 
Salaries and expenses, Collector’s Office, District of Columbia, 195 52, 
refunds_-_ sieiilag : 
Salaries and expenses, “fiscal” services, District of “Columbia, 1952, 
a ORS 2 eo nw icmieiemigeare , 072, 19 
Salaries and expenses, Metropolitan Police, District of Columbia, 1952, 
ES rR ek es cae ot a eee 98. 49 
Reimbursement to the United States, Freedmen’s Hospital, District of 
Columbia, 1952 10, 369, 00 
Reimbursement c the U nited States, Freedmen’ s s Hospital, District of 
Columbia, 1953- Poa 29, 423. 00 
Salaries and expenses, - fise al services, - Distr ict “of Columbia L, 1953, 
Collector’s Office, refunds____—- 121.72 
Operating expenses, eee of Corrections, District of Columbi: i, 
1953, support of prisoners_ ibd ak ieieaetan eae maim m . 34, 401.73 


Total. os ___--__= 85, 784.8 


Chairman Haypen. There is not much we can do about. that, is 
there? Is there anything unusual about this procedure ? 

Mr. Lowe. Mr. Chairman, they are substantially the same type of 
thing that we submit each year. The amounts vary sometimes from 
year to year, but they represent court judgments, claims that have 
been audited by the accounting officer of the District, and similar items 
where, according to law, the sums are due the payees. 

Chairman Haypen. We thank you. 


DEPARTMENT OF DEFENSE 
DEPARTMENT OF THE NAvy 


UNITED STATES MARINE CORPS 


STATEMENTS OF MAJ. GEN. R. S. MOORE, OFFICE OF ASSISTANT 
SECRETARY OF DEFENSE (COMPTROLLER), DEPARTMENT OF 
DEFENSE; REAR ADM. G. F. BEARDSLEY, UNITED STATES NAVY, 
ASSISTANT COMPTROLLER, OFFICE OF THE NAVY COMPTROLLER; 
CAPT. C. A. MESSENHEIMER, UNITED STATES NAVY, COMP. 
TROLLER, BUREAU OF SUPPLIES AND ACCOUNTS; R. C. MOOT, 
ASSISTANT COMPTROLLER, BUREAU OF SUPPLIES AND AC 
COUNTS; L. F. WALLER, COMPTROLLER, ADMINISTRATIVE 
OFFICE; CAPT. P. K. SHERMAN, UNITED STATES NAVY, COMP. 
TROLLER, OFFICE OF THE CHIEF OF NAVAL OPERATIONS; AND 
E. W. NORDLAND, ASSISTANT COMPTROLLER, OFFICE OF THE 
CHIEF OF NAVAL OPERATIONS, DEPARTMENT OF THE NAVY 


GENERAL STATEMENT 


Chairman Haypen. Senator Chavez, the witnesses are here to take 
up appropriation items contained in the House report with respect 
to military functions. 

I understood that you had some questions which you wanted to ask 

Senator Cuavez. Yes, I did. 
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Chairman Haypen. Go ahead and ask the questions right down the 
jine. 

Senator SALTONSTALL, Is this the Department of Defense? 

Chairman Haypren. Yes. 

Senator SALTONSTALL, Then these are items that did not appear in 
the supplementary budget 4 

General Moore. They appear on page 35, line 17. 

Chairman Hlaypen. General Moore, do you have a general statement 
to make ¢ 

General Moore. Mr. Chairman, Mr. J. Robert Loftis, of the 
Office of the Secretary of Defense has a very short general statement 
on the first three items appearing under the heading Department of 
Defense. 

If it please the committee, we will insert it in the record or we 
might read it, if you desire. 

Senator Cuavez. That is the first 3 items: $769,000, $27,500, and 
$41.400? 

General Moore. Yes, sir. 

Senator SaronsraLy. Would it be out of place to ask a question, 
Mr. Chairman ¢ 

Chairman Haypren. Not at all. 


Can we go ahead until we reach the last item on the justifications? 


TRANSFER OF FUNDS 


Senator SavronstTatn. Is not this question one entirely, not of new 
money but of the request to transfer certain money that was appro- 
priated for the Marines to pay for salaries in other departments ? 

General Moorr. For the pay increase; yes, sir. 

Senator SaLronsrau.. That is the whole question ? 

(General Moore. We have plenty of money but it is not in the right 
places, and we propose that we transfer sufficient money to meet our 
requirements. 

Senator Cuavez. But those $46 million were not appropriated for 
that purpose whatsoever ? 

(General Moorr. No, sir; and to use it for that purpose, Senator, 
we must have legal transfer authority as proposed in this bill. 


INCREASE IN MARINE PERSONNEL 


Senator Cuavez. You might have a legal basis but you are going 
contrary to the intent of Congress because the committee did not 
take any action. They wanted the whole Senate to do it, and the 
Senate put it in the bill to raise the personnel of the Marines to 
215,000, and not to pay any increases whatsoever. Is that correct, 
General ? 

(reneral Moorr. That is absolutely correct. I have a statement 
that I would like to make on the record, if I may, stating precisely 
what was done. 

The budget as submitted to the Congress for fiscal year 1956 re- 
quested funds for an average of a little over 200,000 Marine Corps 
military personnel, with total personnel declining from 205,000 at 
the beginning of the fiscal year to 193,000 at the end of the fiscal year. 
Finds appropriated, however, provided for an end strength of 215,- 
and an average strength of 211,000. 
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REVIEW OF PERSONNEL REQUIREMENTS 


As a result of this increase in the funds provided by the Congress, 
the Secretary of Defense directed that a careful review be made of 
Marine Corps military personnel requirements. Since the Joint 
( ‘hiefs of Staff were soon to begin consideration of the fiscal year 
1957 forces and military strengths, the Secretary of Defense made the 
decision to hold the Marine Cor ps strength during the first half of 
fiscal year 1956 at the end fiscal year 1955 level of 205,000, pending 
the completion of the review by the Joint Chiefs of Staff and the 
President’s decision on fiscal year 1957 planned military personnel 
strengths. This interim action was taken with the view of adjusting 
the Marine Corps end fiscal year 1956 military personnel strength in 
consonance with the planned fiscal year 1957 strength in such a w; aly 
as to avoid any abrupt changes in strength levels. 

That is going in from this year. 


BUDGETARY RESERVE 


The fiscal year 1957 budget is based upon a Marine Corps strength 
of 205,735 for June 30, 1957, the same number requested by the Marine 
Corps. Although the planned fiscal year 1957 end strength is essen- 
tially the same as the 205,000 strength at the beginning of fiscal year 
1956, the continuation of which was authorized by the Secretary of 
Defense, the Marine Corps itself decided to end fiscal year 1956 with 
a total of 201,000 in order to provide a stable personnel input and 
training load during the balance of fiscal year 1956 and throughout 
fiscal year 1957. As a result, average Marine Corps strength during 
fiscal year 1956 is expected to amount to a little over 201, 000, or ap- 
proximately the same average number of personnel original! contem- 
plated in the fiscal year 1956 budget request. Consequently, there is 
no requirement at this time for additional funds provided by the Con- 
gress for the increase in Marine Corps personnel and the full amount 
has been placed in budgetary reserve. 

That is the money you spoke about, Senator. 

Senator CuHavez. Now, General, I have no objections to the Marine 
Corps or any other branch of the service changing their policy or re- 
viewing their program, but I do object, and I think we should, because 
I think it is bad business. You are going to force this committee, I 
know, as far as my committee is concerned, to put in language saying 
“provided no part of this appropriation shall be used for any purpose 
except that for which it was appropriated.” You are going to force 
us because you are doing these things and, while it is true that you are 
requesting the authority, nevertheless Congress appropriated the 
funds for one particular purpose. That is to raise the personnel of 
the Marines to 215,000. Maybe we were wrong. Maybe it should 
have been 205,000 or 201,000, as you now state, but, nevertheless, it 
was for that purpose and that purpose only. 

I think it is bad business to use money appropriated for one purpose 
in order to take care of another. Why cannot you ask for money to 
pay the pay increases instead of using this money ? 

General Moorr. That would be perfectly satisfactory to us. Since 
we indicated clearly to this committee that, under the plan as was 
adopted by the Secretary, we would not need it, they put it clearly 
before this committee as to whether they want to do this or to give us 
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new funds. We can certainly operate with new funds in which event 
the $33,806,000 in the appropriation “Military personnel, Marine 
Corps” as well as the $8,855,000 in the appropriation “Marine Corps 
troops and facilities” will lapse on June 30, 1956. The $3,690,000 in 
“Marine Corps procurement” will not lapse as this is a no-year 
appropriation. es 

Senator Cuavez. I think it would be a better practice. 

General Moore. Well, that would certainly suit us all right. We 
have absolutely no objection to that procedure. 


PREPARED STATEMENTS 


Mr. Chairman, at this point in the record, would the committee like 
the insertion of Mr. Loftis’ defense of the additional need and also 
Admiral Beardsley’s statement defending the need ? 

Chairman Haypen. That may be included. 

(The statements referred to follow :) 


STATEMENT OF Mr. J. Ropert Lorris, Director, OFFICE OF ADMINISTRATIVE SERV- 
ICES, OFFICE OF THE SECRETARY OF DEFENSE, IN CONNECTION WITH SUPPLEMEN- 


TAL ESTIMATES FOR THE OFFICE OF THE SECRETARY OF DEFENSE FOR THE FISCAL 
YEAR 1956 


There are submitted for your consideration supplemental appropriation re- 
quests to provide for the cost of civilian pay increases which were authorized 
by Public Law 94 subsequent to the consideration of the fiscal year 1956 budget 
estimates for three of the smaller appropriations of the Department of Defense 
which provides for the civilian salaries and other necessary expenses of the 
Office of the Secretary of Defense, the Office of Public Affairs, and the Court of 
Military Appeals. 


SALARIES AND EXPENSES, OFFICE OF THE SECRETARY OF DEFENSE 


The estimate of $13,035,000 for the Office of the Secretary of Defense for fiseal 
year 1956 includes $11,124,200 to provide for an average of 1,563 civilian per- 
sonnel for a full year. This represents an increase of $769,000 in personnel 
costs for the fiscal year 1956 attributable to the civilian pay increases authorized 
by Public Law 94 which were not anticipated when the appropriation was con- 
sidered last year. 

The appropriation request of $12.25 million presented to the Congress was 
based on a calculated personnel reduction program which has been in effect 
since Mr. Wilson assumed the office in 1953. To date we have reduced civilian 
personnel from 1,876 to 1,566 or 17 percent since 1953. So far this fiscal year we 
have achieved reduction from 1,660 on the rolls as of June 30, 1955, to 1,566 
as of February 29, 1956—a net reduction of 94. In addition, we have provided 
for new requirements not anticipated when the appropriation request was made as 
well as increased emphasis in some major programs. For example, personnel 
were provided for review and implementation of Hoover Commission recom- 
nendations—security review—certain intelligence activities of the Joint Chiefs of 
Staff, ete. A total of approximately 26 of new personnel have been added making 
the reduction achieved in other activities, 120. 

The estimated costs of these new activities this year amount to $250,000. In 
addition, as you know, the Congress last year increased the authorized per diem 
for civilian employees from $9 to $12 per day. This increase of approximately 
$55,000 in the estimated costs for travel of personnel assigned to the Office of the 
Secretary of Defense, while not anticipated, is being provided for by reductions 
in other costs. 

Further savings in personnel costs and other expenses are planned for the 
fiscal year 1957. These will be accomplished on a selective basis as areas can 
be identified where savings can be made without impairing essential operations. 
The additional $769,000 requested this year will permit a continuation of this 
orderly program of reduction. 
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SALARIES AND EXPENSES, OFFICE OF PUBLIC AFFAIRS Tr 


An appropriation of $420,000 was approved by the Congress for the (Office » 
Public Affairs for the fiscal year 1956, which represented a reduction of 
compared with the amount appropriated for the fiscal year 1955. This redy 
tion necessitated a downward adjustment in the number of Civilian person, 
assigned to this activity from 65 as of June 30, 1955, to 56 as of February 9s 
1956. In addition, the increase in the travel allowance of civilian and Military 
personnel from $9 to $12 per day has been absorbed within the funds appropri. 
ated. : 

It is estimated that additional funds in the amount of $27,500 will be required iy 
to provide for the pay increases for an average of 57 civilian personne! for the 0 
fiscal year 1956. In view of the reductions already accomplished this year, }: B 
is not believed that further savings can be made without impairing the capahjli- a 
ties of the Office of Public Affairs to provide the services required. 


SSO00K 


SALARIES AND EXPENSES, COURT OF MILITARY APPEALS 


The appropriation of $820,000 approved for the Court of Military Appeals fi 
the fiscal year 1956 did not provide for the increase of $24,000 in the salavies 
the three judges of the court as authorized by Public Law 94 approved Mare) ” 
1955, and $17,400 for the civilian staff of the court, as authorized by Public Lay 
94. While the increase in the travel per diem of the judges to $25 and the civilig 
staff from $9 to $12 will be absorbed in the funds available, it is not believe 
that the increased personnel cost of $41,400 can be accomplished by reducing 
personnel or other costs in light of the continuing heavy workload of the court 


STATEMENT OF REAR ADM. G. F. BEARDSLEY, ASSISTANT COMPTROLLER, Directo! 
OF BUDGET AND REPORTS, DEPARTMENT OF THE NAVY. ON PROPOSED SuPPLeMeN 
TAL APPROPRIATION FOR Fiscan YEAR 1956 


Mr. Chairman and members of the committee, Public Law 94, S4th Congress 
1st session, increased the pay of civilian employees a total of $46,580,349 in fisea 
year 1956 for the Department of the Navy. In accordance with the policy of 
the Department of Defense to absorb such additional costs to the maximu 
extent feasible, all such costs have been fully absorbed within the respectiv: 
appropriations except for the following : 


: mm ’ T nt dditior 
4 ppropriation Total cost Amoun A ; 
absorbed requireme 


Servicewide supply and finance, Navy-- $8, 537, 000 $1, 137, 000 $7 A 
Servicewide operations, Navy a 3, 552, 000 1, 372, 000 


It is proposed that the additional requirements set forth above be financed 
through the transfer of necessary funds from an estimated unobligated balance _ 
in the appropriation “Military personnel, Marine Corps, 1956.’ The estimated : 
unobligated balance in this latter appropriation on June 30, 1956, of $36,244,00) u 
results from the revision of the Marine Corps personnel plan which anticipates 
that the Marine Corps strength on June 30, 1956, will be approximately 201,00) 7 
in lieu of the 215,000 for which funds were appropriated. 


DEPARTMENT OF THE NAVY 
PROPOSED SUPPLEMENTAI. APPROPRIATION FOR THE FISCAL YEAR 1956 ; 


Reference: House of Representatives Document 341, 84th Congress, 2d sessiov, 
page 8. . 
The referenced document proposes transfers from the appropriation “Military 
personnel, Marine Corps, 1956,” as follows: 
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Yo: Office of the Secretary of Defense: 
Salaries and expenses_-__--. $769, 000 
Office of Public Affairs 27, 500 
Court of Military Appeals 41, 400 
Department of the Navy: 
Servicewide supply and finance 
a oc tee aser acces mers 2, 180, 000 


Status of the appropriation “Military personnel, Marine Corps, 1956”: 
Fiseal year 1956 appropriation $650, 244, 000 
Obligations, Dec. 31, 1956 297, 672, 474 
Estimated obligations, June 30, 1956 614, 000, 000 
Estimated unobligated balance, June 30, 1956 36, 244, 000 


The estimated unobligated balance on June 30, 1956, of $36,244,000 is derived 
from the fact that the Marine Corps personnel plan has been revised. It is now 
anticipated that Marine Corps strength on June 30, 1956, will be approximately 
901,000 in lieu of the 215,000 for which funds were appropriated. 


DEPARTMENT OF DEFENSE 
OFFICE OF THE SECRETARY OF DEFENSE 


Salaries and expenses, Office of Secretary of Defense 


Total cost of personal services (including pay raise) __-__~- . $11, 124, 200 


rotal cost of pay raise_ uc tas : 769, 000 
Deficiency . a : 769, 000 


rrent status of funds: 

Appropriated by Congress LP : 5: 12, 250, 000 
\nticipated reimbursements___—__ BS aa 16, 000 
Total availability ne : . : 12, 266, 000 


Obligations as of Dec. 31, 1955 i ae z 6, 678, 810 
\nticipated obligations January-June 1956 6, 356, 190 


fotal obligational requirements fiscal year 1956 _._ 13, 035, 000 
DOI ii escsitis mecca ss : 769, 000 
Lute supplemental is needed : 
For obligation June 1, 1956. 
For expenditure June 11, 1956. 


Reductions in allotted funds for various objects of expense other than personal 
services have already been made in order to provide for budgeted programs of 
the Office of the Secretary of Defense. It is apparent that some further revisions 
may be necessary before the end of the fiscal year. For these reasons no part 
of the salary increase costs under this appropriation could be absorbed by sav- 
ings in other objects of expense. 

It is proposed that the necessary transfer of funds will be made from “Mili- 
tary Personnel, Marine Corps, 1956.” The Department of the Navy estimates 
that there will be an unobligated balance of $36,244,000 on June 30, 1956. The 
‘stimated unobligated balance will result from the revision of the Marine Corps 
personnel plan. 
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DEPARTMENT OF DEFENSE 
OFFICE OF THE SECRETARY OF DEFENSE 
Salaries and expenses, Office of Public Affairs, Department of Defens: 


Total cost of personal services (including pay raise) 
Total cost of pay raise 
Deficiency 


Current status of funds: 
Appropriated by Congress (total availability) 420, 000 
Obligations as of December 31, 1955 231, 890 
Anticipated obligations January—June 1956 215, 610 


Total obligational requirements fiscal year 1956 447, 500 


Deficiency 97: 


wi,e 
Date supplemental is needed : 

For obligation June 1, 1956. 

For expenditure June 11, 1956. 

No part of the salary increase costs can be absorbed within this appropriation 
without further reductions in personnel. 

Congressional action as proposed in the general provisions, section 202 (H. Doe. 
No. 341), is also required to increase the limitation on funds contained in section 
624, Department of Defense Appropriation Act for 1956 (Public Law 157) from 
$3,270,000 to $3,510,000 in order to provide for the statutory pay increases for 
civilian salaries and pay and allowances of military personnel engaged in public 
information and public relations activities. The requested increase in the 
limitation is distributed as follows: 


Office of the Secretary of Defense_____ 
Department of the Army 

Department of the Navy__---- 
Department of the Air Force 


Total_- ; 240, 000 


It is proposed that the necessary transfer of funds will be made from 
“Military personnel, Marine Corps, 1956.” The Department of the Navy esti- 
mates that there will be an unobligated balance of $36,244,000 on June 30, 1956 
The estimated unobligated balance will result from the revision of the Marine 
Corps personnel plan. 

DEPARTMENT OF DEFENSE 


OFFICE OF THE SECRETARY OF DEFENSE 
Salaries and expenses, Court of Military Appeals, Department of Defense 
Total cost of personal services (including pay raise) 
Eon) Cost of pay Taig... -......<-.. 


Deficiency ___ 
Current status of funds: 
Appropriated by Congre 320, OW) 


— 


Obligations as of Dec. 31, 1955 173, 4333 
Anticipated obligations January-June 1956 __ 187,90: 


Total obligational requirements fiscal year 1956 361, 4) 


—$—_— 


Deficiency 41, 40") 
Date supplementai is needed : 
For obligation May 1, 1956. 
For expenditure May 14, 1956 





» 000 
|, 890 
», 610 


|, JOO 


ation 


Doe, 

LION 
from 
Ss for 
yublie 
L 


Irom 
esti- 
1956 


‘arine 


61, 41M) 


——— 
—— 


1. 4()) 


SECOND SUPPLEMENTAL APPROPRIATION BILL, 1956 


The salaries of the three judges of the court were increased from $17,500 
to $25,500 per annum in accordance with the provisions of Public Law 9, 84th 
(Congress, accounting for $24,000 of the amount requested. The balance of 
317.400 provides for the classified pay increase granted to civilian personnel in 
Public Law 94, 84th Congress. During the last 6 months of the fiscal year 5 
vacant positions will be filled to bring the court to its authorized strength of 45 
civilians. Included in the 5 positions are a replacement for Judge Brosman, 
deceased, and 3 commissioners. All positions will be filled as soon as possible 
in order to prevent a serious backlog in the workload of the court. Therefore, 
it is impossible to absorb any pay increase costs within this appropriation. 

It is proposed that the necessary transfer of funds will be made from “Mili- 
tary personnel, Marine Corps, 1956.” The Department of the Navy estimates 
that there will be an unobligated balance of $36,244,000 on June 30, 1956. The 
estimated unobligated balance will result from the revision of the Marine Corps 
personnel plan. 

DEPARTMENT OF THE NAVY 


Servicewide supply and finance, Navy, 1956 


Total cost of personal services (including pay raise) 


Total cost of pay raise 
Amount of pay raise absorbed 


Deficiency 


Current status of funds: 
Appropriated by Congress 


Anticipated reimbursements 


Pa as gd 


Total obligational requirements, fiscal year 1956 
Deficiency 
DEPARTMENT OF THE NAVY 


Servicewide operations, Navy, 1956 


Total cost of personal services (including pay raise) 


Total cost of pay raise 
Amount of pay raise absorbed 


Deficiency____- 
Current status of funds: 


Appropriated by Congress 
Anticipated reimbursements 


Un RN cortices gees case Saas tc: Seco ances tee ev choc sche 


Obligations as of Dee. 31, 1955 
Anticipated obligations January—June 1956 


Total obligational requirements, fiscal year 1956 


Deficiency 


__-. 100,320, 000 


$187, 011, 490 


8, 537, 000 
1, 137, 000 


7, 400, 000 


295, 600, 000 
8, 000, 000 


303, 000, 000 


156, 817, 817 
154, 182, 183 


311, 000, 000 


7, 400, 000 


$57, 048, 774 


3, 522, 000 
1, 872, 000 


2, 180, 000 


, 320, 000 
3, 000, 000 


45, 489, 666 
57, 010, 334 


102, 500, 000 


2, 180, 000 


The obligation rate anticipated for the second half of fiscal year 1956 will 
definitely increase as a result of procurement items and maintenance contracts 
lor Which negotiation is required. Definite commitments have been established 


for these requirements. 
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UNOBLIGATED BALANCES 


Chairman Haypren. Are there any further questions? 

Senator CHavez. No. 

Chairman Haypen. Senator Saltonstall ? 

Senator SattonsTraLL. What you say is that we should appropriate 
$10,417,900 for these 5 appropriation accounts and, in doing that, we 
will know that at June 30, 1956, there will lapse $33,806,000 in *Mili- 
tary personnel, Marine Corps” and $8,855,000 in “Marine Corps 
troops and facilities.” The $3,690,000 in “Marine Corps procure. 
ment” will not lapse as this is a continuing appropriation. 

General Moore. Yes, sir. 

Senator SatronstatL. The House reports say $36,244,000. Is 
a correct figure ¢ 

General Moors. This is a correct figure. The $36,244,000 men- 
tioned on page 9 of the House report refers to the unuobligated bal- 
ances of funds estimated to be available in the appropriation “Mili- 
tary personnel, Marine Corps” on June 30, 1956. This includes the 
$33,806,000 appropriated by Congress for increasing Marine Corps 
strength in fiscal year 1956. | 

Senator SALTONSTALL. If you add those two figures together, namely 
the $33,806,000 and the $8,855,000, General Moore, it will be $42. 
661,000 which will lapse on June 30. 

General Moorr. The $36,244,000, as I understand it, Senator, i) 
cludes this $10,417,900 which we are requesting be transferred to the 
5) accounts. 

Senator Sauronstaty. That includes the $10 million? 

General Moore. Yes, sir. It says: 

The Department has proposed to use this appropriation as a source of th 
$10,417,900 required for transfer. 

Senator Cuavez. I have no objections whatsoever. The Marine 
Corps is really my favorite of all the services. Nevertheless, I think 
it is wrong because there might be some other funds of the same 
nature. I believe that you should come directly for an appropri- 
ation for a particular purpose. 

General Moore. I think the Senator is absolutely right. It makes 
it clearer in the minds of all concerned and causes less confusion. 

Chairman Haypen. Are there any questions ? 

Admiral Brarpstry. Senator Saltonstall, I am Admiral Bear 
sley, United States Navy. There is a current reserve of $36,544,00 
in the appropriation “Military personnel, Marine Corps.” This in- 
cludes the $33,806,000 included in this appropriation for increase !! 
Marine Corps strength. Part of this money would be used for the 
purpose of increased pay costs and all of the remainder would lapse 
because this was an annual appropriation. 

We need this $10,417,900 to carry on the operations of the 5 appro- 
priations throughout this year and, if you allowed the $36 million to 
lapse, you would have to set up a new appropriation for the $10 
million. 

Mr. Hewirr (Francis S. Hewitt, clerk, Senate Appropriation: 
Committee). It is my understanding that the 3 amendments pre- 
sented on the Senate floor last year totaled $46,351,000. 
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Gienernl Moore. We have that here. I have that exactly. The 
amount put in the bill for this Marine Corps increase which is now 
being discussed was in three appropriations. 

Senator Cuavez. That is right. 

General Moore. “Military personnel, Marine Corps,” was $33,806,- 
wi) which is also a part of the $36.544,000 currently in reserve. In 
addition there was “Marine Corps procurement” of $3,690,000; and 
in addition “Marine Corps troops and facilities,” $8,855,000, which 
totals $46,351,000, which made the total of the 3 amendments which 
were adopted on thme floor. 

Chairman Haypen. We thank you, gentlemen, for your appearance. 

The committee will stand in recess until 2 p. m., when we will have 
representatives of the Tennessee Valley Authority. 

(Whereupon, at 10:45 a, m., a recess was taken. 


(AFTER RECESS (2 P. M.) ) 
TENNESSEE VALLEY AUTHORITY 
JOHN Sevier GENERATING PLANT 


STATEMENTS OF HERBERT D. VOGEL, CHAIRMAN OF THE BOARD; 
R. R. PATY, DIRECTOR; A. J. WAGNER, GENERAL MANAGER; G. 0. 
WESSENAUER, MANAGER OF POWER; R. A. KAMPMEIER, ASSIST- 
ANT MANAGER OF POWER; JOSEPH C. SWIDLER, GENERAL 
COUNSEL; AND L. J. VAN MOL, CHIEF BUDGET OFFICER 


HOUSE ACTION 


Chairman Haypen. The committee will be in order. 

The Tennessee Valley Authority requested $3,500,000 additional for 
the 1956 costs for an additional generating unit at the John Sevier 
plant, toward a total cost of $28 million, with the balance to be paid 
rom power proceeds or from the issuance of revenue bonds in case 
such legislation is enacted. 

The House disallowed the appropriation, stating the unit should be 
inanced from power revenues. Minority views were filed. 


JUSTIFICATION AND HOUSE STATEMENTS 


The supplemental estimate, justifications, and statements in the 
House report wil be placed in the record. 
(The information referred to follows:) 


SUPPLEMENTAL ESTIMATE 
(H. Doe. 330) 


“TENNESSEE VALLEY AUTHORITY 


“For an additional amount for ‘Tennessee Valley Authority’, $3,500,000, to 
remain available until expended.” 

Following the enactment of the Public Works Appropriation Act, 1956, and on 
the basis of its General Counsel’s opinion as to legal authority, the Tennessee 
Valley Authority on September 13, 1955, issued letters of intent covering the 
acquisition of major equipment for an additional steam electric generating unit 
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at the John Sevier plant with the expectation of financing the costs in 1956 fro 
power proceeds without additional congressional approval. Letters of intent 
could be canceled subsequent to November 15 only upon payment of certain stip. 
ulated costs which are currently accruing against the Tennessee Valley Author. 
ity. The estimated cost of the completed unit is $28 million. 

The submission of this estimate provides the Congress with an opportunity to 
decide on the need for the unit and the method to be followed in its financing, 

The completion of this unit is necessary to meet additional power requirements 
expected by the end of calendar year 1957. There is now pending before the 
Congress legislation recommended by the administration to permit the issuance 
of revenue bonds by the Tennessee Valley Authority. The 1957 budget conte. 
plates the enactment of this legislation and the financing of the John Sevier unit 
after 1956 not from appropriations but with funds derived from this source, 


House REPortT 
TENNESSEE VALLEY AUTHORITY 


The supplemental estimate considered by the committee was for $3,500,000 to 
finance construction work during the current fiscal year on a needed generating 
unit at the John Sevier steam plant. The budget recommendations for this 
supplemental estimate and for the fiscal year 1957 contemplate that completion 
of the unit at the John Sevier Plant and construction of additional units at the 
Johnsonville steam plant will be financed with revenue bonds under legislation 
which is now pending in committee in the two Houses. The committee finds 
that the Tennessee Valley Authority’s power revenues have provided it with 
sufficient funds for the construction of such additional units as TVA now re. 
quires, and believes that the Agency should follow normal business procedure, 
using its revenues to the extent necessary. The requested $3,500,000 has there- 
fore been disallowed. 

A minority of the committee opposes the TVA using its own money to meet 
its power needs and in addition voted against the President’s recommendation 
to appropriate money for this purpose. The only conclusion to be reached is that 
the minority is simply opposed to the people of the TVA region having power 
to meet increasing needs. 

Extraneous matters were raised during consideration of this estimate which, 
while not pertinent to the problem before our committee, do require some comn- 
ment to keep the record straight. 

3riefly, the President of the United States, in his annual budget message to 
the Congress, expressed his approval of the commencement of construction of 
certain generating units to be added to existing plants on the TVA system. He 
recommended that $3,500,000 be appropriated to begin construction immediately 
of a unit at the John Sevier plant in eastern Tennessee and proposed that the bal- 
ance of the costs of this unit, and al] the costs of the additional units be met 
by proceeds from the sale of revenue bonds. Much of the space and a good 
deal of the heat in the hearings appears to be directed at the President’s sugges- 
tion that TVA finance additions to its power system by the issuance of revenue 
bonds. This is a controversy between certain minority members of the commit- 
tee and the President of the United States. No position is taken on the merits of 
revenue bond legislation since that is a matter for the appropriate legislative 
committees of the Congress. 

The realities of the situation are clear. In 1940, following authorization by 
the Congress of the purchase of the properties of certain private power con- 
panies TVA became the sole source of power supply for its service area. Now, 
over 1,300,000 customers buy their electricity from the 150 distributors which 
purchase power at wholesale from TVA. The farms, the homes, and industries 
of this great area rely on TVA to meet their increasing needs for energy. Great 
installations for our national defense are located in the region. There is no dis- 
pute about the need for additional capacity to meet their power requirements 
The question is how new capacity shall be financed. At the time the President 
made his recommendation it might have been reasonable to anticipate early ac- 
tion on the so-called bond amendments to the TVA Act, and therefore to expect 
bond proceeds to be available to meet the costs of generating units in the next 
fiscal year. At the present time, however, it is obvious that even if passage of 
the legislation were accomplished with a celerity unprecedented in congressional 
history, the long and complicated process of bond issuance could not be expected 
to provide funds in time to meet the need. 
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The committee considered this situation, and recognizing that only two meth- 
ods of financing are available to TVA at the present time—the appropriation of 
funds by Congress, or the use by TVA of its revenues for the purposes authorized 
hy law, the latter method is recommended. The committee shares the desire of 
the administration to reduce appropriations wherever possible and therefore 
recommends use of its power revenues so as not to require new appropriations. 

A minority of the committee, on the other hand, gives no consideration to this 
answer. Instead, it resorts to familiar attacks on TVA, and in effect proposes 
to break up and destroy this great power system, repealing the TVA Act by 
indirection, and as a consequence leaving the people of this one area without 
power required to maintain its standard of living or provide for the economic 
crowth of the present geographic area served by TVA. In the opinion of the 
committee it is unthinkable that the Congress would deliberately schedule a 
power shortage in 1957 and 1958 in any area of the Nation, and when we consider 
that more than half of TVA’s power output is now heing used by AEC, the Air 
Force wind tunnel center at Tullahoma, Tenn., the guided missile project at 
Redstone Arsenal, Ala., and other vital defense installations, we realize that a 
breakdown of TVA power supply would be a national disaster. 

The question of the constitutionality of the TVA steam plants has been raised 
repeatedly in debate on TVA appropriations over the past 10 years, and Congress, 
overruling such contention, has approved 8 large steam plants. The question 
has come before the courts in one case, and in that case a three-judge Federal 
court sustained the constitutionality of the TVA steam plants. (See Rainbow 
Realty Co. v. TVA, F. Supp. 436 (1954).) Likewise the question of TVA’s 
statutory authority to use power proceeds for the construction of new power 
generating units is not novel. The TVA Act has been so interpreted from the 
beginning, and Congress has known and accepted this interpretation, and has 
indeed welcomed the reduction in the amount of appropriation which would 
otherwise have been requested. Over the years 10 generating units in existing 
projects have been begun with earnings from the power system and all but two 
have been completed out of earnings. Two of these units at Wheeler Dam were 
hegun after the addition of the language in the 1948 Appropriation Act so fre- 
quently referred to. A reading of the full congressional debate at the time this 
provision was enacted, quoted in the opinion of TVA’s General Counsel in the 
hearings can leave no doubt that Congress did not intend to restrict the use of 
revenues for new units at existing projects, such as are involved here, but only 
to limit the commencement of construction of new projects out of earnings. 

The committee would point out that the Administration has recognized the 
national importance of adequate generating capacity on privately owned power 
systems to the extent of providing (through the tax amortization device) over 
$2 billion of interest-free loans to the private utilities for the construction 
of new capacity. Certainly the need for power in this area, where the percentage 
of national defense loads is higher than in any other area of the country, is just 
as urgent and the responsibility of the Government is greater. 

Common business sense supports the committee’s recommendation. We be- 
lieve it is more sound to use money at hand rather than make new appropriations. 
The power units which are involved are all in existing plants, and much of the 
investment in general facilities required for their operation, such as rail con- 
nections, ecoalyards, and coal-handling equipment, and smokestacks, has already 
been made in connection with the installation of earlier units. The new generat- 
ing capacity can therefore be installed at low unit cost. It constitutes economical 
additions to the TVA system which is owned by the United States to provide 
power urgently needed. It will preserve and enhance the investment which 
the Federal Government has already made. 

No new arguments or novel considerations have been raised in consideration of 
the estimate before the committee. The committee reaffirms its judgment, and 
helieves that TVA should use its revenues to the extent they are available to add 
units at existing plants to meet the power requirements of its service area. 


MINORITY VIEWS 


The members of the Subcommittee on Public Works, who sign this minority 
report, disagree with the action and vote of the majority on the request of the 
Tennessee Valley Authority for funds with which to build an additional gen- 
‘rating unit at the John Sevier plant. 
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There were 4 possible answers to that request : 

(1) To agree, and to appropriate $3,500,000 in new money, to start constpy 
tion on this unit. It must be understood this was only the request of the momen) 
The total needed is $28 million. 

The idea of voting new money to TVA was refused by the subcommittee. The 
Congress, in the past few years has refused, more than once, to appropri 
new money for steam plants or additional units to existing steam plants. 

It should be noted that there is still grave doubt, in the minds of able lawyers 
and of Members of the Congress, whether there was actually any constitution! 
authority for the TVA to build steam plants at any time. Since this is a tech 
nical legal question, not to be discussed in this minority report. it should defj 
nitely be considered by the Congress with the thought of giving authority to tak 
the question to the Supreme Court of the United States. Certainly no mor 
money should be voted to the TVA to build steam plants or additional wnits 
until the question is resolved. 

(2) To take the money from its own funds, without further approval b 
Congress, and build tke additional unit, or any other structures in the futyy 
This was the recommendation of the subcommittee’s majority. We disagr 
It is the line of reasoning expressed in the opinion rendered to the TVA Directors 
on September 10, 1955, by the TVA Counsel, Joseph C. Swidler, which, ij 
opinion, controverts itself. Counsel says, for example: 

“This language (meaning sec. 26 of the TVA Act of 1933, as amended) stand- 
ing alone, is broad enough to authorize use of proceeds for construction of a) 
type of power installations, including steam plants and single-purpose power 
dams as well as individual generating units and transmission facilities.” 

The catchwords are, of course, “standng alone.” The point is that section 
26 of the TVA Act does not “stand alone.” It must be read not only with the 
remainder of the act but also with all other congressional actions (particularly 
those subsequent to its passage) or limitations thereto. 

The citations given by Mr. Swidler, to support his opinion, refer, withou 
ception, to the use of power proceeds by TVA prior to the passage of limitations 
on such use. We refer particularly to section 104 of the Government Corpora 
tions Control Act, which was passed in 1945 and to which a limitation was added 
in 1948, reading as follows: 

“None of the power revenues of the Tennessee Valley Authority shall be used 
for the construction of new power producing projects (except for replacement 
purposes) unless and until approved by act of Congress.” 

Nothing could be clearer, to us, as to the intent of the Congress. However, 
counsel for TVA offers this interesting interpretation : 
(Says Mr. Swidler) : 

“In thus prohibiting the use of revenues for construction of ‘new power pro 
ducing projects’ without prior congressional approval, Congress clearly intended 
that the prohibition should apply only to new steam plants and single-purpose 
power dams, and not to generating units in existing plants or to transmission 
facilities.” 

We challenge the use of the word “clearly.” To us, the language is a definite 
prohibition, and if it is to be reinterpreted for the benefit of the TVA, this should 
not be by TVA’s own counsel alone, but either by the Congress or the courts, or 
perhaps by both, as we have indicated above. 

This opinion and interpretation have already been challenged in the Congress, 
in part by Members sympathetic to the Tennessee Valley Authority. We sug- 
gest the reading of the Congressional Record of July 13, 1955, at pages S038 
and 8939; also of the Record of July 14, 1955, at pages 10005 and 10009, and of 
the Record of August 2, 1955, at page 11254. 

It would be well, in view of the present request for new money, and the ensuilg 
discussion, for all Members of Congress to reread the testimony of the then 
TVA Directors in 1935, in which the witnesses testified to the intent of TVA 
policy and their own opinions as to TVA’s obligations. For example, Mr. David 
Lilienthal testified, regarding the way TVA would set the power rates: 

“These rates are based on certain principles, and the first principle is that the 
consumers of electricity must pay all the operating cost of furnishing that elec- 
tricity, without any contribution whatever from taxpayers. 

“Second, that consumers of electricity, the people who pay the rates, shall pay 
taxes, through the rates, which, of course, is the way all utility operations pay 
taxes equivalent to the national average of taxes, local, State, and Federal, paid 
by private-owned utilities. Municipalities which purchase power from the Ten- 
nessee Valley Authority plant at the Wilson Dam and resell it in turn, at retail 
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« their citizens also pay taxes, as required by their contract with the Authority, 
ind those taxes are also equivalent to the amount a private utility would pay, a 
private utility in that community. 

“Third, depreciation and amortization are provided for, both by TVA and by 
ihe municipalities. As to TVA, the rates charged include a margin to offset 
depreciation from year to year, so that in the course of years there is a reserve 
adequate to rebuild the plant as a new plant; and there is also a surplus which, if 
Congress so desires, can be used to pay back into the Treasury not only the pres- 
ent value of this depreciated wartime property, but also every penny of the origi- 
nal investment put into the property in order to defend this country against its 
enemies, 

“Pourth : Interest is charged.” 

Dr. A. E. Morgan, the first TVA Chairman, expressed his opinion of TVA power 
operations and rates in these words: 

They must be fair, with no special arbitrary advantage; they must pay taxes, 
ust as private utility companies must do, and every other reasonable charge if 
they are to provide us with a fair comparison.” 

He refers of course to the “yardstick” theory, so often advanced by TVA and 
ts supporters. We hardly need add that any resemblance of present TVA poli- 
cies, including the current request for an appropriation to build the John Sevier 
unit, to the original testimonies on the basis of which the TVA Act was passed, is 
entirely coincidental. 

(3) To permit the TVA to issue its own revenue bonds, to cover the $28,000,000 
t estimates it needs for this unit. Whatever icing may be spread over this 
roposal, it means essentially that these bonds, directly or indirectly, now or in 
the future, will be obligations of the United States Government, just as surely 
isif we had approved the original request for new money and then gone out and 
secured that money by borrowing it (with interest) or by taxing the people of 
the 4S States for it. This has been so often refused in recent years by the Con- 
cress that to propose it now, somewhat disguised, seems to us to be completely 
uit of order. 

Whether or not the TVA shall be permitted to set itself up as an independent 
ageney, or utility, furnishing power in a designated area, paying local, State, 
and equivalent Federal taxes and interest, underwriting its operations from its 
wh income, adjusting its rates to meet its needs under such incorporation, bor- 
rowing money to expand or replace its facilities, is a matter now before the 
proper legislative committees in this Congress. Certainly, if the TVA is to be 
given the right to its independence and to operate as any power utility operates, 
then it might properly have the authority to issue bonds. In that case, however, 
they would not be bonds of the United States, adding to our already topheavy 
national debt: they would be bonds of a utility corporation, not of the autocratic 
power empire envisioned in the opinion of the TVA counsel and other TVA 
proponents. Such bonds would be sold to the public, as the bonds of any power 
utility are marketed. This is a reasonable suggestion; any idea that we should 
permit the TVA, an agency of our United States Government, to issue revenue 
honds which would become contingent obligations of the United States is 
inthinkable, 

If the TVA desires independence, let it separate its power functions from its 
ther functions, if necessary, and then issue bonds for its entire power construc- 
tion debt in the past. It would, by such a bond issue, with repayments deter- 
mined, and on which it would pay interest, assume the financial responsibility 
or all money already advanced by the Treasury (or in other words by the tax- 
payers, the great majority of whom in no way benefit from this expenditure) ; 
pay normal interest thereon, and secure complete independence, with the pride 
and integrity which accompanies independence. 

The responsibility to recommend that such authority be given the TVA lies 
with a legislative committee, not with the Committee on Appropriations. 

(4) The proper choice, in our opinion, is to follow the course already adopted 
by Memphis, the first of the captaive municipalities to take itself out from 
under TVA bondage. This statement is made advisedly ; under TVA contracts, 
no other power may be bought in its area, nor can a distrbutor provide power 
from its own or any other source, without TVA permission. Even the rates 
charged its customers, by the distributors of TVA power, may be set only with the 
approval of the TVA. Memphis has proved that this choice is feasible; it should 
be followed by other distributors in the TVA area. 

_ The request of the TVA, for money to build an additional unit at the John 
Sevier plant, should simply be denied. 
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It must be understood that this in no way denies TVA any power for legiti. 
mate uses. The United States has first call on its power for its needs. TVA 
can, in case of emergency, secure power from the surrounding utilities, al o 
which are now tied in with the TVA grid. The TVA has bought such power 
in the past. 

Actually, the immediate request is for a unit which would produce approxi. 
mately 180,000 kilowatts of power. One private industry in Tennessee alone 
is currently asking for 235,000 kilowatts, for expansion, yet this industry, py 
name, announced through the press 3 months ago, that it intended and was fylly 
prepared to build a plant for itself to supply the needed power. It was “ep. 
ticed” (to quote the newspaper reports) to change its plans and expand in the 
TVA area, with the Federal Government expected to pay for the plant for added 
power. 

Certainly, whatever else may be argued about the intent of Congress in 1933. 
there must be unanimous agreement that Congress never contemplated an ap. 
thorization to entice industries into the TVA area, by offering power, sold at 
subsidized rates, and produced in steam plants. TVA itself, in the answer filed 
in the 18-company suit, January 8, 1937, implied it had no such authority and 
denied any such intent. 

None of the requested additional power, therefore is to be used for national 
defense, nor for the needs of the Federal Government; this is an effort to draw 
industries into the TVA area, at the expense of the taxpayers of the other States 
where local, State, and Federal taxes are paid on power revenues. 

We believe the request should be denied by the Congress. 

GLENN R. Davis. 
Ben F. JENSEN. 

JOHN PHILLIPs. 

T. Miter Hanp 
JOHN TABER. 


GENERATING UNITS AT STEAM PLANTS 


Chairman Haypen. General Vogel, do you have any statement you 


wish to make? 

Mr. Voce. I have a brief opening statement, Mr. Chairman. 

The President’s budget for 1957 now before the Congress provides 
for the addition of 3 generating units at existing steam plants—1 at 
John Sevier and 2 at Johnsonville. The budget contemplates that 
funds required for construction of these units in fiscal year 1957 and 
later will be derived under legislative proposals now being considered 
by the Congress which would permit issuance of revenue bonds to 
finance generating capacity. The additional unit at John Sevier 
steam plant is the only 1 of the 3 which can be completed in time to 
meet the peak-power demand at the end of calendar year 1957. The 
total estimated cost of this unit is $28 million. The President pro- 
posed a supplemental appropriation for 1956 of $3,500,000 to begin 
construction of the John Sevier unit in 1956. 


USE OF POWER REVENUES FOR CONSTRUCTION 


The House of Representatives has completed action on the bill 
which was to have included this supplemental item. It declined to 
make the $3.5 million appropriation on the basis that TVA’s power 
revenues have provided it with sufficient funds to construct such addi- 
tional units at existing plants as TVA now requires, and recommended 
that TVA use its revenues for this purpose to the extent necessary. 
The House report also expressed doubt as to the availability of bond 

roceeds in time to meet. the need for additional generating units. 
he House appraisal of the situation with respect to the availability 
of power revenues in adequate amounts is correct ; power proceeds are 
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adequate to provide for construction of units at existing steam plants 
to meet the most immediate and critical needs for additional generat- 
ing capacity. 

‘Aside from the point whether the word “project” as used in the 
Government Corporations Appropriation Act, 1948 refers to units 
added to existing steam plants or to a whole new plant at a new loca- 
tion there remains the question in my own mind whether or not it is 
the desire of Congress that corporate funds derived from the sale of 
power be used to expand the power capacity of the TVA system with- 
out the specific authority of Congress in each case. 

Bearing on that question I have received, as Chairman of the Board 
of TVA, under date of March 26, 1956, a letter from the Comptroller 
General of the United States enclosing a copy of a letter written by 
him to the Honorable John Taber, Representative in Congress, on the 
same date. I shall read these letters later if you so desire. 

The supplemental appropriation of $3.5 mililon as requested by the 
President would provide a sure means of starting work to meet 
anticipated power demands pending action of the Congress on a bill 
which would permit TVA to expand its capacity by the sale of revenue 
bonds. 

Our estimates show that without the John Sevier unit a power 
deficiency of about 127,000 kilowatts may occur on the TVA system 
at the end of 1957 during the seasonal peak period. Completion of 
the unit on schedule in November 1957 would result in an approxi- 
mate balance of currently forecasted power supply and demand. 

I might say in that connection that it is becoming more problemati- 
cal all the time as to whether or not we can meet that schedule, because 


the construction schedule is entirely tight, largely due to the critical 
situation with respect to steel and equipment. 

That, gentlemen, constitutes my opening statement. I will be glad 
to answer any questions. 


LETTER FROM COMPTROLLER GENERAL 


Chairman Haypen. I have received from the Comptroller General 
acopy of his letter to Mr. Taber, and I think you had better read it 
and comment on it. 

Mr. Vocen. Well, I have not had an opportunity to study this to 
such a degree that I will be able to comment very intelligently, Sena- 
tor, but I shall be glad to read it. 

Chairman Haypen. You do not have to read it all. If there are 
any highlights in it that you wish to point out, you can do that. 

Mr. Vocet. This is accompanied by a letter to me, as Chairman of 
the Board, calling attention to the attached letter to Mr. Taber, in 
connection with the pending bill, H. R. 10004, signed by Joseph Camp- 
bell, Comptroller General of the United States. 

Senator SartronstaLL. Mr. Chairman, in supplementing your ques- 
tion, if it would not be out of order, I would appreciate very much to 
have a comment on the first sentence on page 2 of Mr. Taber’s letter, 
which seems to me to summarize the whole thing. That is the one 
beginning “It is our view that the Congress * * *” It seems to me 
you might read that whole sentence. 
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Mr. Voce (reading) : 


It is our view that the Congress can most effectively Control expenditures of 
this character through appropriations; however, if the Congress wishes TVA ty 
use its power revenues, or funds obtained from other sources, to construct or 
acquire power facilities, it should require TVA to obtain specific and priyr 
authoriaztion from the Congress for such facilities. 


Senator SALTONSTALL. Is that not the nub of the whole letter / 
Mr. VoceEt, I would say it is, yes, sir. 
(The letter referred to follows:) 


COMPTROLLER GENERAL OF THE UNITED STATES 
Washington, March 26 1956 
Hon. JOHN TABER, 
Committe on Appropriations, 
House of Representatives. 

DeEaAR Mr. Taser: Reference is made to your letter of March 21, 1956, enclos 
ing a copy of the reports of the Appropriations Committee in connection with 
H. R. 10004, and directing our attention to the language concerning the Tennes 
see Valley Authority in both the majority and minority reports. You also request 
specific information pertaining to TVA’s commitments of funds for power proj- 
ects or parts of projects, the amounts of TVA’s revenues in recent years, and 
the portion of such revenues that resulted from the sale of electricity to the 
United States Government. 

A considerable portion of the language to which you directed our attention, as 
well as much of the record of the TVA hearings held March 1, 1956, before the 
Subcommittee on Public Works Appropriations, involves the basic questions of 
whether TVA has the statutory authority to use its power revenues to install addi- 
tional generating units at existing power plants without specific and prior ap- 
proval of the Congress. The part of the law in question is the following lan. 
guage contained in title II of the Government Corporations Appropriation Act, 
1948 : 

“None of the power revenues of the Tennessee Valley Authority shall be used 

for the construction of new power producing projects (except for replacement 
purposes) unless and until approved by act of Congress” (61 Stat. 577). 
This letter is not addressed to the question of TVA’s statutory authority, which 
has been the subject of considerable discussion and disagreement, except to rec- 
ommend that the present law be amended to clearly state the intent of the Con- 
gress with respect to its control over TVA’s capital expenditures for power facili- 
ties. We believe such legislation is necessary at this time because, in our opinion, 
(1) the present law is not clear in this respect, (2) there has been a substan- 
tial change in the nature of TVA’s capital expenditures for power facilities be- 
tween 1948 and 1955, and (3) the present law, as currently applied, does not 
give the Congress effective control over TVA’s expenditures of public funds 
for power facilities. It is our view that the Congress can most effectively con- 
trol expenditures of this character through appropriations ; however, if the Con- 
gress wishes TVA to use its power revenues, or funds obtained from other 
sources, to construct or acquire power facilities, it should require TVA to ob- 
tain specific and prior authorization from the Congress for such facilities. 

There follows the specific information that vou requested, as well as some 
comments on the significant change in the nature of TVA’s power facilities 
between 1948 and 1955. 

1. TVA’s budget program for fiscal year 1957 was transmitted to the Bureau 
of the Budget on September 28, 1955, and provided for the use of TVA corporate 
income to start the installation of 5 additional generating units at 3 existing 
steam plants. These generating units are: 

John Sevier: Unit 4. 

Johnsonville: Units 7 and 8. 

Gallatin: Units 3 and 4. 
Prior to the date of the budget transmittal, TVA had issued letters of intent 
covering the acquisition of major equipment for unit No. 4 at the John Sevier 
steam plant. These letters of intent provide for cancellation only upon payment 
of stipulated costs which are currently accruing against TVA. On September 
22, 1955, the TVA Board of Directors, by a 2 to 1 yote, approved the awarding 
of these letters of intent based on the advice of the TVA General Counsel that 
such action was authorized by law. 
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The Bureau of the Budget did not approve TVA’s use of corporate funds to 
start these five units; however, the Bureau did make the following provision 
in the President’s budget, dated January 16, 1956, for TVA expansion: 

John Sevier: Unit 4 (by supplemental appropriation for 1956 and by issu- 
ance of revenue bonds under proposed legislation ). 

Johnsonville: Units 7 and 8 (by issuance of revenue bonds under proposed 
legislation). 

On January 17, 1956, the TVA Board of Directors, by 2 affirmative votes (1 
director abstaining), authorized the awarding of letters of intent covering the 
acquisition of major equipment for 6 additional generating units—units 3 and 
4at the Gallatin steam plant and units 7, 8, 9, and 10 at the Johnsonville steam 
lant. 

' The total cost of the equipment covered by the letters of intent that have been 
authorized for all 7 units is approximately $30 million. Other pertinent infor- 
mation pertaining to these seven units is summarized. 


Estimated 


Capacity 
spacity cost 


“jlowatts 
180, 000 $28, 000, 000 
Johnsonville 7and 8 270, 000 44, 000, 000 
Do 9 and 10 270, 000 39, 000, 000 
Gallatin : 3 and 4 450, 000 67, 000, 000 


John Sevier 4 


Total 


1, 170, 000 178, 000, 000 


In effect, the TVA Board of Directors has authorized the initiation of a major 
expansion program which will add 1,170,000 kilowatts of installed capacity to 
its system and will cost an estimated $178 million. The expansion program has 
not been reviewed or approved by the Congress, and further, it includes four 
units which have not been approved by the Bureau of the Budget. 

2, As noted above there has been a significant change in the nature of TVA’s 
power facilities. Prior to 1948 TVA was essentially a hydroelectric power system 
and “additional generating units” were of the size of 10,000 to 70,000 kilowatts 
each. Since 1948, however, TVA has added 7 large modern steam plants, and 
current “additional generating units” are of the size of from 112,500 to 225,000 
kilowatts each. The future addition of a number of steam-electric generating 
units of this size, or larger, represents a substantial increase in generating ca- 
pacity. At June 30, 1948, the TVA power system was 17 percent steam-electric 
and 838 percent hydroelectric; after completion of generating units under con- 
struction at June 30, 1955, the TVA power system will be 63 percent steam- 
electric and 37 percent hydroelectric (these percentages, of course, do not include 
the 7 steam-electric units discussed above). 

Further, a single steam-electric generating unit today is very large (the 
Gallatin units are 225,000 kilowatts each). A single steam-electric generating 
unit of 225,000 kilowatts is larger than most present-day hydroelectric power- 
plants or most steam-electric powerplants in 1948. In 1948 the TVA system had 
only 2 powerplants with an installed capacity as large as 225,000 kilowatts. 
As of June 30, 1955, excluding TVA’s 7 modern steam plants, the TVA system 
consisted of 44 hydroelectric powerplants and 8 steam-electric powerplants; 
however, only 3 hydroelectric plants and 1 steam-electric plant have an 
installed capacity of over 225,000 kilowatts. The average installed capacity 
of the 44 hydroelectric plants is 80,000 kilowatts and of the 8 smaller steam- 
electric plants is 55,000 kilowatts. It is significant to note that technical ad- 
vancements are still being made rapidly in the size of generators, as shown in 
the March 15, 1956, issue of Public Utilities Fortnightly, which reports: 

“The electric utilities now have 5 generators with nameplate ratings of 300,000 
kilowatts or over on order; Consolidated Edison has ordered two 335,000-kilo- 
watt units for installation in 1958-59.” 

At June 30, 1948, the TVA system had an installed capacity of 2,567,402 kilo- 
watts and during fiscal year 1948 average gross generation was 65 percent of 
installed capacity. The 7 additional units involving the letters of intent dis- 
cussed above have an installed capacity of 1,170,000 kilowatts, and, being steam- 
electric units, are sometimes capable of an average gross generation of over 100 
percent of installed capacity (during fiscal year 1955, Johnsonville, Shawnee, 
and Widows Creek all had an average gross generation of over 100 percent of 
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installed capacity). Therefore, the present expansion program of 7 additiong| 
units, which has not been reviewed by the Congress, involves installed capacity 
equal to 45 percent of the entire TVA system at June 30, 1948. P 

3. It is clear that the language of the 1948 Appropriations Act quoted above 
prohibits TVA from building a new steam-electric plant at a new location with. 
out prior congressional approval; however, it should be realized that TVA hag 
the potentiality for expansion at some of its existing steam plants. The largeg 
potentiality is probably at its Gallatin steam plant which at present is a 2-unit 
plant with an installed capacity of 450,000 kilowatts, but which could be ex. 
panded to a 10-unit plant. The following information pertaining to the Gallatin 
plant is contained in TVA’s Annual Report for Fiscal Year 1954 (p. 16): 

“TVA gave special consideration to the design of the main control and instrt. 
ment switchboard, since it could ultimately become the centralized control board 
for a 2,500,000-kilowatt station (the present 1,440,000 installed capacity planned 
at Kingston makes it the largest station in the world at present).” [Italics 
provided. ] 

4. The final point is a discussion of the financial significance of TVA’s power 
revenues. The TVA system is the largest single integrated electrical system in 
the country, and it follows that its power revenues are substantial. In the last 
5 years, during which period steam generation has become an important factor, 
there has been a tremendous expansion in TVA’s power system—primarily to 
supply the power needs of the Atomic Energy Commission. The following tabu- 
lation summarizes this growth: 


: yer rev s—fiscal yes 
System Power revenues—fiscal year 


installed cei cai te 
capacity 


, Federal 
June 30 Total agencies All other 





Kilowatts 
3,181,000 | $70,329, 580 $8, 162, 812 $62, 166, 768 
3, 859, 910 95, 004, 390 25, 230, 407 69 3 
5, 102, 985 104, 877, 869 31, 505, 622 73, 372, 247 
6, 075, 685 133, 947, 808 54, 368, 480 79, 579, 328 
7, 809, 985 188, 162, 989 102, 962, 859 85, 200, 130 


In addition to the rapid growth in TVA’s power revenues, as shown above, 
TVA estimates that its power revenues will continue to increase and that in 
fiscal year 1957 they will be $231,550,000. 

It is significant to note the increase in TVA power revenues that has resulted 
from the sale of electricity to Government agencies ($8,162,812 in 1951 and 
$102,962,859 in 1955). During fiscal year 1955 such revenues represented 55 
percent of TVA’s total power revenues. 

3ased on estimated figures in TVA’s statement of source and disposition of 
power income appearing in TVA’s budget program for 1957 submitted to the 
Congress, TVA’s net power proceeds for fiscal years 1956 and 1957 will be 
approximately $100 million each year. Such amounts are available for the 
construction and acquisition of power assets and for the repayment of the 
Government’s investment in the power program. The budget program contem- 
plates that TVA will repay to the Government $59 million in 1956 and $75 mil- 
lion in 1957 out of power revenues ; however, it should be realized that the actual 
amount that will be repaid to the Government will be determined by the TVA 
Board of Directors and will be the amount of money which in the judgment of 
the TVA Board will not be needed in the conduct of the TVA power operation. 
As of June 30, 1955, TVA was several years ahead of the minimum repayment 
schedule required by the law and was 1 year ahead of an average repayment 
schedule based on a 40-year amortization period. 

A copy of this letter is being sent to Gen. Herbert D. Vogel, Chairman of the 
TVA Board of Directors. 

Sincerely yours, 
JOSEPH CAMPBELL, 
Comptroller General of the United States. 
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USE OF REVENUES TO ADD FACILITIES 


Chairman Haypen. Are there any questions, Senator Hill? 

Senator Hitt. Well, generally, you cannot use your revenues now 
for the construction of a new dam or a new project; is that not correct ? 

Mr. Vocen. I think that is quite clear, yes, sir. 

Senator Hi. In other words, the way you have used your reve- 
nues in the past has been to install an additional unit, a new generator, 
and then of course maybe build transmission lines and other things 
that go to the operation of an existing plant or dam. Is that not 
correct 

Mr. Vocet, That was done, Senator, prior to the enactment of the 
Government Corporations Appropriation Act, 1948, in which this 
particular limitation appears to arise. 

Senator Hiri. You speak of the act of 1948. It has been done since 
then, has it not ? 

Mr. VoceL, Not in connection with the installation of steam-plant 
facilities, sir. 

Senator Hitx, I think you will find the record will show that there 
were two additional units put in with the Wheeler Dam, the hydro- 
electric dam. Two units were put in that dam since the 1948 act. 
Is that not correct ? 

Mr. Vocen. Yes, sir. I made the qualification that no new steam- 
plant units had been added by the use of corporate funds since that 
time. 

Senator Hitt. But you have added units in your dams, and you 
have added other what you might call facilities; is that not correct? 

Mr. Vocen. Well, we certainly have added facilities. 

Senator Haiti. And you added those two units in your dam; is that 
not correct ¢ 

Mr. Vocex. I think so. 

Senator Bripees. You are not asking the Congress now to allow you 
to go ahead and use revenues for new units without prior authoriza- 
tion, are you? 

Mr. Vogen. No, sir. We are asking what the President’s budget 
requested, sir, the appropriation of $314 million, in order to start 
this work on the new unit at John Sevier plant. 


HOUSE COMMENT 


Senator Bripces. The House, instead of giving you the appropria- 
tion, stated in their report: 

‘he committee reaffirms its judgment, and believes that TVA should use its 
revenues to the extent they are available to add units at existing plants to meet 
the power requirements of its service area. 

That was a very close vote in the House committee, as the Senator 
from New Hampshire recalls it, and it would to some degree be in 
contrast with the previous policies outlined by an act of Congress, 
would it not ¢ 

Mr. Vocex. I do not believe I could answer that question, except as 
you may refer to the Government Corporations Appropriation Act, 
in which case I think it would be controversial. 

Senator Brinees. My point is that though there are people here, 
General, who are for TVA, as well as people who are nonenthusiastic 
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about it, certainly I do not believe any. one. feels, or I hope nobody 
feels, that =v A should have author ity to use saiating funds without 
obtaining prior approval of the Congress. 

Senator Hitz. Well, may I say it is up to General Vogel to do the 
testifying, but I will say this: Under the basic act there Is no question 
that TVA had full authority to use its proceeds, just as any private 
power company might use its proceeds, for the construction of ney 
dams or new steam plants. 

Now, when the Appropriation Act of 1948 was passed, that Ac 
limited the TVA to the use of its funds for additional units or addi. 
tional facilities within an existing dam or an existing steam plant, 
And what we are talking about now and what this $314 million is for, 
is for an additional unit in the John Sevier steam plant, that plant 
having been built in east Tennessee. 

Is that not right, General ? 

Mr. Vocet. Yes. It is still under construction. 

Senator Hitz. Yes, still under construction. 

Now, this is for a unit in this plant, that now is in existence and 
has been in existence for some time. 

The basic law gave to the Board the full authority to use its pro- 
ceeds, after meeting such charges as operation and things of that kind, 
and depreciation—full authority to use those proceeds, as I say, just 
like any private power company, or any other business, might use its 
income, its proceeds, for a new dam or a new plant. However, whe 
they passed the Appropriation Act of 1948, it was then provided that 
there was a limitation and that TVA could not use its proceeds with 
out coming to Congress to start a new power project, which meant 
anew dam or a new steam plant. 

Senator Dirksen. Mr. Chairman, I think this committee is in th 
rather unhappy position of passing on a matter of legislative policy. 


OPINION OF GENERAL COUNSEL OF TVA 


By the way, General, where is that opinion of your General] Counsel. 
that he issued last September? Do you have a copy of that opinio 
on additional steam plants ? 

Mr. Swipter. Yes, Senator Dirksen. 

Senator Dirksen. Is it very lengthy ? 

Mr. Swipter. It runs about a dozen pages. It is printed in the 
House hearings. 

Senator Dirksen. Mr. Swidler, I suppose you have this well in mind 
and can summarize it. 

Mr. Swipter. I would be very glad to do that, Senator Dirksen. 

Section 26 of the TVA Acct is the basic provision that we rely on. 

Senator Dirksen. That is the original act of 1933 ? 

Mr. Swivter. As amended in 1935. Section 26 authorizes TVA to 
use the proceeds of its operations, among other things, for conducting 
its business in generating, transmitting, and distr ibuting electric 
energy. 

Of course, a part of conducting the business of generating, trans 
mitting, and distributing electric energy is keeping up with the power 
demands. 

And from the time of the enactment of this provision, it has been 
so interpreted and so administered. This is an interpretation of 2 
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years” standing, known to and accepted by Congress during that whole 


time. 
The situation so far as Congressional knowledge of TVA/’s inter- 


pretation and of its course of conduct is concerned is set forth i in the 
first audit report that the Comptroller General made, under the Gov- 
ernment Corporations Control Act, the audit for the fiscal year 1945. 
In that audit report, the Comptroller General said this: 


The Board of Directors of Tennessee Valley Authority have interpreted section 
»”% to authorize the use of power and other revenues for still other capital pur- 
poses; they hold that section 26 also authorizes expenditures from power and 
other revenues for the construction of generating facilities and any other facili- 
ties required for the electric power business, excluding only expenditures for 
multiple purposes such as dams constructed for the purposes of flood control and 
navigation as well as power. * * * 

The Board of Directors of Tennessee Valley Authority has disclosed its inter- 
pretation of section 26 to Congress in numerous instances, including annual 
hndgets submitted to Congress, * * * 


We have, mostly since that time, installed 12 generating units from 
revenues under the provisions of section 26. 

Now, I don’t think, in view of the language and in view of the his- 
tory of its interpretation and administration and the congressonal 
endorsement of that admnistration, that there can be very much ques- 
tion as to the meaning to be placed on section 26. 

Most of the argument centers around a subsequent piece of legisla- 
tion, the 1948 appropriation act provision which says that TVA ‘shall 
not use any of its power proceeds for the construction of new power 
producing projects without the approval of Congress. 


PREPARED STATEMENT 


Chairman Haypen. Mr. Swidler, we will place your complete state- 
ment in the record at this point. 

Please proceed. 

(The statement referred to follows:) 


MEMORANDUM FOR THE TVA BOARD CONCERNING TVA’s AUTHORITY To USE PowER 
PROCEEDS FOR INSTALLATION OF ADDITIONAL UNITS AT EXISTING PLANTS 


The Board having requested my opinion on the above problem, I am taking 
this occasion to restate and elaborate on the views expressed in an earlier memo- 
randum dated July 18, 1955, which, as the Board is aware, was prepared on short 
notice and to meet an urgent deadline. 

Section 26 of the Tennessee Valley Authority Act of 1933, as amended, pro- 
vides in pertinent part: 

“Commencing July 1, 1936, the proceeds for each fiscal year derived by the 
soard from the sale of power or any other products manufactured by the 
Corporaton, and from any other activities of the Corporation including the dispo- 
sition of any real or personal property, shall be paid into the Treasury of the 
United States at the end of each calendar year, save and except such part of 
such proceeds as in the opinion of the Board shall be necessary for the Corpora- 
tion * * * in conducting its business in generating, transmitting, and distributing 
electric energy * * *” (16 U.S.C. 831ly). 

This language, standing alone, is broad enough to authorize use of proceeds 
for construction of any type of power installations, including steam plants and 
‘ingle-purpose power dams as well as individual generating units and trans- 
mission facilities. While TVA always followed the practice, even before enact- 
ment of the Government Corporations Appropriation Act, 1948, of request- 
ing appropriations to begin construction of new projects such as dams and steam 
plants, it has often used proceeds to complete such projects, as in the case, for 
rxample, of the Watts Bar steam plant and the Apalachia and Ocoee No. 8 
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single-purpose power dams. It has also used proceeds for beginning installatig, 
of generating units at existing projects without first advising Congress of its 
intention to do so. Examples include the use of proceeds for beginning op. 
struction of Kentucky unit 5 (concerning the previous ordering of which Ty, 
advised the Bureau of the Budget and Congress in its budget estimates for the 
fiscal year ending June 30, 1947, as submitted to the Bureau on October 9 
1945, p. 88, and to Congress in November 1945, p. 79); Fort Loudoun units 9 
and 4, Wheeler units 5 and 6, and Douglas unit 8 (see justification of estimates 
for the fiscal year ended June 30, 1948, as submitted to the Bureau of the Budye; 
on September 21, 1946, p. 36, and to Congress in March 1947, p. 13) ; and Wilsoy 
units 15 through 18 (see justification of programs and estimates for the fisca] 
year ending June 30, 1949, as submitted to the Bureau of the Budget in Septen. 
ber 1947, pp. 16-17, and to Congress in January 1948, pp. 15-16). 

Congress was aware of and acquiesced fully in this use of TVA’s proceeds. 
Thus, in enacting section 104 of the Government Corporation Control Act, whic) 
provides for congressional consideration of budget programs and for legislation 
making necessary appropriations, making available or limiting use of corporate 
funds for operating and administrative purposes, and providing for repayment of 
capital funds, Congress included an express provision that such section “shal] 
not be construed * * * as affecting the provisions of section 26 of the Tennessee 
Valley Authority Act, as amended” (59 Stat. 598-599, as amended by 61 Stat. 
584, 31 U.S. C. 849). 

As stated in the General Accounting Office audit of TVA for fiscal year 195 

“The Board of Directors of Tennessee Valley Authority have interpreted 
section 26 to authorize the use of power and other revenues for still other capital 
purposes ; they hold that section 26 also authorizes expenditures from power and 
other revenues for the construction of generating facilities and any other 
facilities required for the electric power business, excluding only expenditures 
for multiple purposes such as dams constructed for the purposes of flood control 
and navigation as well as power. 

* 7 * - * a * 


“The Board of Directors of Tennessee Valley Authority has disclosed jts 
interpretation of section 26 to Congress in numerous instances, including annual 
budgets submitted to Congress * * *” (H. Doc. 172, SOth Cong., Ist 
(1947), pp. 33-34). 

In the Government Corporations Appropriation Act, 1948, Congress included 
permanent legislation requiring that TVA amortize the appropriation investment 
in its power facilities over a period of 40 years, and limiting its use of revenues 
in the following terms: 

“None of the power revenues of the Tennessee Valley Authority shall be used 
for the construction of new power producing projects (except for replacement 
purposes) unless and until approved by act of Congress” (61 Stat. 577). 

In thus prohibiting use of revenues for construction of “new power producing 
projects’ without prior congressional approval, Congress clearly intended that 
the prohibition should apply only to new steam plants and single-purpose power 
dams, and not to generating units in existing plants or to transmission facilities. 
Indeed, as House debate on the measure brought out, the House Appropriations 
Subcommittee which drafted the statutory language originally employed the 
term “facilities” and later substituted “projects” in order to make plain the 
distinction between dams and steam plants on the one hand, and individual gen- 
erating units and transmission facilities on the other. The following colloquy 
during the House debate between Representative Kefauver, Representative Gore 
(a member of the subcommittee), and Representative Ploeser (the chairman 
of the subcommittee) makes the congressional intent in this connection entirely 
clear : 

“Mr. KerFAuver. * * * I would like to call the attention of the chairman of the 
subcommittee to the first paragraph on page 9 reading: 

“ “None of the power revenues of the Tennessee Valley Authority shall be used 
for the construction of new power-producing projects (except for replacement 
purposes) unless and until approved by act of Congress.’ 

“The interpretation I would put on that, and I am sure that is the interpre 
tation of the subcommittee, is that before beginning any new dam or construct- 
ing any new steam plant there would have to be a scientific authorization from 
the Congress. That has been the procedure all along. However, I would not 
want that language construed as preventing the Tennessee Valley Authority from 
buying a generator, which would be a new generator, and placing it in some of 
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the stalls they already have where they can use additional generators; also if 
it is necessary to build a distribution place or power line or if it is necessary 
to make some addition to a dam that is already in existence, raise it or do some- 
thing with it, I would dislike to see an interpretation placed upon that language 
tuat that could not be done without specific authorization from the Congress. 


* * * = * + * 


“Mr. Gore. Mr. Chairman, will the gentleman yield? 

“Mr. KEFAUVER. 1 yield to the gentleman from Tennessee. 

“Mr, GorE. I think I can give the gentleman some history of that particular 
provision which will reveal quite clearly that the intent of the provision is not 
what the gentleman entertains the apprehension it might be. As the bill was 
first drafted, the word “project” was “facility.” I persuaded the subcommittee 
to change the word “facility” to “project” for the specific reason that a facility 
might be interpreted to be a much smaller installation, not only a generator but 
a small part of a generator. By the word “project,’ I think it is clear that the 
committee intends, and I believe it to be the legislative intent that it applies 
only to new multipurpose dams, or a hydroelectric dam or a major steam plant. 
It is not the intent, as I understand the committee, nor is it the intent of the 
language nor the portent of that language, that it would be restrictive of the 
suuller items such as generators, substations, transmission facilities, and other 
such operative facilities. 

“Mr. KEFAUVER. * * * I am afraid that the language ‘except for replacement 
purposes’ might mean they could not put in a new generator unless there had 
already been a generator at that particular place. In carrying out what the 
ventleman says is the intent of the committee, and I wish also that a member 
of the majority would express himself about it, I wonder if it would not be 
better to strike out the language in parenthesis? 

* * an ed * 7” ~ 


“Mr. KEFAUVER. I yield to the gentleman from Missouri. 

“Mr. PLoESER. I see no reason for any such amendment. I think the gentlemen 
from Tennessee (Mr. Gore) has expressed the committee’s intent. The language 
is rather explicit. ‘Except for replacement purposes’ Means maintenance of 
replacement of facilities that are necessary, or the replacement of machinery 
which has already been arranged for, not projects. I see no need for the amend- 
went” (93 Congressional Record 6827-6828 ). 

Thus, it was the understanding of Congress when title II of the Government 
Corporations Appropriation Act, 1948, was enacted that the word “projects” as 
used therein meant new dams and steam plants, but did not extend to individual 
generating units at existing plants. 

A year later, there was further discussion of the matter during the House 
Appropriations Subcommittee hearings on the Government Corporations Appro- 
priation Act, 1949, which ended with renewed agreement by the subcommittee 
chairman, Mr. Ploeser, and a minority member, Mr. Whitten, that this was the 
congressional understanding and intention: 

“Mr. Wurrren. So far as this act is concerned, what would control here would 
be the intention of the committee and the Congress at the time it was written in. 

“Mr. PLogser. And the acknowledged practice. 

“Mr. WuHirren. Yes. Well, I mean this committee wrote the language, this 
committee had clearly in mind, according to my own recollection, what they 
intended. 

“A project meant a new dam, a steam plant, or a new operation, and they did 
not have in mind a facility, as we then understood it. That is, the placing of a 
turbine or a generator, or the replacement of one in a going dam, or going power- 
producing project or units. 

“Be that as it may, the TVA this year has submitted to us its program, includ- 
ing both of those expected activities next year, whether it was a facility or a 
project; they have brought the matter in here, and called it to the attention of 
the committee in advance of doing it, calling for the approval of the committee. 
_ “Mr, PLorser. I think I can agree with what Mr. Whitten has said as to the 
intent of the committee on the term ‘Project,’ in last year’s appropriation bill, 
but we find that intents are not always understood alike” [with reference to the 
requirements of the 1948 act concerning amortization payments]. (Hearings 
before the subcommittee of the House Committee on Appropriations, 80th Cong., 
2d sess. (1948), p. 596.) 

This use of the word “projects” also conforms with its use in various sections 
of the TVA Act and in other Federal legislation. Thus, the TVA Act clearly 
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uses “projects” in the sense of complete dams or steam plants when, in Section 
11, it provides that “the projects herein provided for shall be considered 
primarily as for the benefit of the people of the section as a whole and particn. 
larly the domestic and rural consumers to whom the power can economically be 
made available”; in section 9a, when it speaks of generation, transmitting, ‘and 
marketing of power “to assist in liquidating the cost or aid in the maintenance 
of the projects of the Authority”; and in section 14, when it declares the Policy 
that, “to make the power projects self-supporting and self-liquidating, surplus 
power shall be sold at rates” productive of gross revenues in excess of cost of 
production. 

So far as other legislation is concerned, the specific definition of “project” 
found in the Federal Power Act is of particular interest, since TVA is requireq 
by section 14 of its act, to follow the FPC uniform system of accounts. That 
definition is as follows: 


“* * * ‘project’ means complete unit of improvement or development, cop- 
sisting of a powerhouse, all water conduits, all dams and appurtenant works and 
structures (including navigation structures) which are a part of said unit, and 
all storage, diverting, or forebay reservoirs directly connected therewith, the 
primary line or lines transmitting power therefrom to the point of junction with 
the distribution system or with the interconnected primary transmission system, 
all miscellaneous structures used and useful in connection with said unit or 
any part thereof, and all water rights, rights-of-way, ditches, dams, reservoirs, 
lands, or interest in lands the use and occupancy of which are necessary or 
appropriate in the maintenance and operation of such unit” (16 U. S. C. 79% 
(11) (1952)). [Emphasis supplied. ] 


This provision has been in existence since enactment of the original Federal 
Water Power Act as passed in 1920 (41 U. S. C. 1064), and Congress must be 
presumed to have been familiar with it at the time it enacted that portion of 
title II of the Government Corporations Appropriation Act, 1948, prohibiting 
TVA’s use of power revenues for construction of new “power-producing projects” 
until approved by act of Congress. 

The provision has recently been construed in Lake Ontario Land Develop., Ete. 
v. Federal Power Com’n (212 F, 2d 227 (D. C. Cir. 1954), cert. denied, 347 U. §. 
1015 (1954)). The plaintiffs there challenged the Federal Power Commission's 
authority to grant a license to the New York Power Authority to build and 
operate power facilities on the United States side of the International Rapids 
Section of the St. Lawrence River. The power facilities in question consisted of 
those portions of hydroelectric dams extending across the river which were 
on the American side of the international boundary. Plaintiffs contended that 
the Federal Power Commission could license a dam but not half a dam. In 
rejecting this contention, the court said, in part: 

“Petitioners’ contentions rest in large part upon the erroneous premise that 
the Power Commission licenses projects as such. The Federal Power Act is 
not cast in that form. The Commission licenses facilities—dams, powerhouses, 
transmission lines, and other ‘project works’ of various sorts—not projects as 
such. Care must be taken in any consideration of this statute lest an inadvert- 
ent shifting of the terms ‘project’ (which is a whole development) and ‘project 
works’ (which are structures) cause confusion” (212 F. 2d at 2382). 

3road use of the term “project”? is also found in the Bonneville Project Act 
(16 U. S. C. 832, 882a (a) and (b), 882e (a) and (b), 882e, 832f, S32h (a) and 
(c), 882), 882k (b)); the Fort Peck Project Act (16 U. S. C. 833, 833a (a) and 
(b), 833c, 833d, 833e, 833g (a), 883h, 833i, 833j, 833L, 833m, 833q); the 
Columbia Basin Project Act (16 U. S. C. 835, 835a (a), (b), (ec), and (4d), 
835e (a), S835ce-1, S35c-38, 885ce—5, 835d, 835e, 835g, 835i) ; the Boulder Canyon 
Project Act (43 U. S. GC. 617, 617n); the Boulder Canyon Project Adjustment 
Act (43 U. S. C. 618, 618a (b), (c) and (d), 618a—-1, 618¢ (a), GIS8f, 618j, 
618k, 618n):; and the Reclamation Acts (43 U. S. C. 371, 390, 329a, 397, 397a, 
412, 413, 414, 415, 418, 419, 428, 423c, 423e, 440, 447, 448, 449, 451, 451a, 45le, 
451g, 451i, 455, 455a, 461, 462, 463, 465, 466, 478, 485a (c), 485e (a), 485f (b), 
485¢ (a), (d), (e), and (i), 485h (a), (b), (e), (d), and (e), 493, 500, 501, 
504, 522, 526, 542, 561, 571 572 591, 591a, 592, 598, 595, 596, 597, 598, 599, 600, 
600a, 6O00b, 600c, 601, 613, 613a, 613b, 613c, 613d); and various Flood Control 
Act provisions (see, e. g., 16 U. S. C. 825s, 33 U. S. C. TO1e-1, TO1h, 701q). 
Where Congress has desired to refer to portions of a project, it has had no 
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jificulty in using specific language for that purpose (e. g., 48 U. 8. C. 371, 
“OTA, 423e, 493, 500, 526). 

In short, if Congress, in the Government Corporations Appropriation Act, 
148, had wished to prohibit use of TVA’s revenues for construction of individual 
ynerating units, as distinguished from new dams and steam plants, “new power 

yoducing projects” would have represented a singularly inappropriate descrip- 
- of the prohibition. There is nothing in the legislative history to indicate 
that the term was used in other than its normal sense; on the contrary, the 
pwislative history shows explicitly that it was used in this sense. Accordingly, 
1 cone jude that expenditure of revennes by TVA for individual generating units 
existing plants is authorized. 

JOSEPH C. SwIDLrr. 
AUTIIORITY UNDER SECTION 26 


Mr. Swipier. Of course, as far as any construction short of projects 
s concerned, the 1948 act serves to reinforce the interpretation of 
vetion 26 which TVA has been following. 

Since adoption of the 1948 act, TVA has installed two generating 
its under the provisions of section 26, as qualified by the 1948 act. 

Senator Dirksen. That is to say. they got approval for those too? 

Mr, Swipter. No, sir, we have used our proceeds under the authority 
ofsection 26. We have reported the action, but we initiated construc- 
tion from power proceeds without further specific congressional 

jpprova ul. 

There is no question, of course, that T'V A cannot spend any money 
vithout congressional.approval. The only question is: Does TVA 
lready have it, or doesn’t it? Does section 26 provide the authoriza- 
tion. or doesn’t it 2 

Now, on the question of how far the 1948 limitation goes, and “what 
sa project 7” there is some very clear legislative history. 


HIOUSE DEBATE 


- the time this amendment came up from the House Appropria- 
: Committee, it was debated on the floor of the House, and this 
ry question of the meaning of the work “project” was raised in the 
lebate, and it was answered in very specific language, so that the 
House knew exactly what it was voting on at the time it adopted this 
provision. TI should like, if the committee will indulge me, to read 
some @ ne from the debate at the time this provision was adopted, 
idebate which is a most important part of the legislative history. 
Congressman Kefauver said : 


| would like to call the attention of the chairman of the subcommittee 
li paragraph on page 9 reading: “None of the power revenues of the 
iessee Valley Authority shall be used for the construction of new power- 
producing projects (except for replacement purposes) unless and until approved 
VW act of Congress.” 
The interpretation I would put on that, and I am sure that is the interpre- 
ition of the subcommittee, is that before beginning any new dam or constructing 
any new steam plant there would have to be a specific authorization from the 
Congress. That has been the procedure all along. However, I would not want 
that language construed as preventing the Tennessee Valley Authority from 
buying a generator, which would be a new generator, and placing it in some of 
the stalls they already have where they can use additional generators: also if 
itis necessary to build a distribution place or powerline or if it is necessary to 
hake some addition to a dam that is already in existence, raise it or do some thing 
with it, I would dislike to see an interpretation placed upon that language that 


hat could not be done without specific authorization from the Congress. 
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At that point Mr. Gore, who was a member of the Appropriations 
Subcommittee which had framed this language, asked Mr. Kefanyey 
to yield in order to explain the intention of the committee. He said. 
and I am quoting again: 


I think I can give the gentleman some history of that particular provyisjoy 
which will reveal quite clearly that the intent of the provision is not what th 
¢ventleman entertains the apprehension it might be. As the bill was first drafted 
the word “project” was “facility.” i persuaded the subcommittee to change 
the word “facility” to “project” for the specific reason that a facility migh 
be interpreted to be a much smaller installation, not only a generator but a smal 
part of a generator. By the word “project,” I think it is clear that the committe 
intends, and I believe it to be the legislative intent that it applies only to ne 
multipurpose dams, or a hydroelectric dam or a major steam plant. It is not the 
intent, as I understand the committee, nor is it. the intent of the language 
nor the portent of that language, that it would be restrictive of the smaller 
items such as generators, substations, transmission facilities, and other gych 
operative facilities. 

Now, this was the 80th Congress, and Mr. Gore was in the minority, 

Mr. Ploeser then took part in the debate. 

Senator Him. Mr. Ploeser was chairman of the subcommittee that 
had charge of the bill; is that not true 4 

Mr. Swipter. I checked that recently, Senator Hill. He did not 
become chairman of the subcommittee until about the time of the 
conference between the House and the Senate. 

Senator Him. We would call him the acting chairman of the sub- 
committee that had charge of the bill at the time this took place. 

Mr. Swipter. He was 1n charge, ves. 

Senator Him. He was in charge of the bill at the time this debate 
took place. 

Mr. Swiocer. That is right; although not chairman of the subcon- 
mittee at that time. 

Senator IIx. Shortly thereafter, he became chairman of the sub- 
committee, and was at this time the acting chairman of the sub- 
committee. 

Mr. Swiputer. I believe that is true, Senator. 

Mr. Kefauver had said, responding to Senator Gore : 

* * T am afraid that the language “except for replacement purposes” might 
niean they could not put in a new generator unless there had already been a ger 
erator at that particular place. In carrying out what the gentleman says is 
the intent of the committee, and I wish also that 4 member of the majority woul 
express themselves about it, I wonder if it would not be better to strike out the 
language in parentheses? 

Whereupon, Mr. Ploeser answered, and I quote: 

I see no reason for any such amendment. I think the gentleman from Tet: 
nessee, Mr. Gore, has expressed the committee’s intent. The language 
rather explicit. “Except for replacement purposes’ means maintenance ¢t 
replacement of facilities that are necessary, or the replacement of machiner! 
which has already been arranged for, not projects. I see no need for the 
amendment. 

Now, some of the argument relates to this sentence, the next to the 
Jast sentence in the paragraph: 

“Except for replacement purposes” means maintenance or replacement of 
facilities that are necessary, or the replacement of machinery which has a 
ready been arranged for, not projects. 

That sentence is not clear. I am not sure I know what it meats. 
Perhaps an error was made by the reporter. Sometimes statemens 
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made on the floor are taken down by the reporter in a way that makes 
it rather hard afterward to tell exactly what was said. Or in a de- 
bate something may be said in a way that makes it hard to tell what 
was meant. 

But the first part of the statement is crystal clear: 

| see no reason for any such amendment. I think the gentleman from from 
Tennessee has expressed the committee’s intent. 

And the last sentence says the same thing with equal clarity. “I 
coe no need for the amendment.” 

| do not think one can very well assume that Mr. Ploeser intended 
in this rather unclear language in the middle sentence to contradict 
the clear expressions at the beginning and at the end. Certainly he 
was not so understood on the House floor. 

On the strength of Mr. Ploeser’s confirmation of Mr. Gore’s inter- 
pretation Mr, Kefauver dropped his proposed amendment, and the 
debate was concluded on that note. If anyone had any reservations 
as to Mr. Gore’s interpretation of the committee’s intent he failed at 
that time to rise and say so. 

Senator Hin. Go ahead. I thought you might follow through and 
say how, a year after that, the same intent and interpretation of the 
language was confirmed again by Mr. Ploeser and by Mr. Whitten, 
who was a member of the committee. 

Mr. Swipter. Yes, Senator, that took place in the hearings before 
the House on the TVA appropriation for the following year. And 
at that time Mr. Whiten said: 


So far as this act is concerned, what would control here would be the intention 
of the committee and the Congress at the time it was written in. 

Mr. PLorser. And the acknowledged practice. 

Mr. WHITTEN. Yes. Well, I mean this committee wrote the language; this 
committee had clearly in mind, according to my own recollection, what they 
intended. 


A project meant a new dam, a steam plant, or a new operation, and they did 
not have in mind a facility, as we then understood it. That is, the placing of 


aturbine or a generator, or the replacement of one in a going dam or going 
power-producing project cr units. 

Be that as it may, the TVA this year has submitted to us its program, includ- 
ing both of these expected activities next year, whether it was a facility or a 
project; they have brought the matter in here, and called it to the attention of 
the committee in advance of doing it, calling for the approval of the committee. 

Mr. PLoEser, I think I can agree with what Mr. Whitten has said as to the 


intent of the committee on the term “project” in last year’s appropriation 
bill, * * © 


LEGISLATIVE MEANING OF WORD “PROJ ECT” 


Senator Hix, Is not that word “project” also in the Federal Power 
Act ? 

Mr. Swipter. The word “project” in legislation seems to have a 
well-defined meaning. In colloquial use, it may be used in various 
senses. But I have been unable to find, after considerable effort, any 
use of the word “project” that did not refer to the largest unit of a 
program. It was so used in the Federal Power Act. It was so used 
inthe Reclamation Act. It isso used in all the legislation I have found 
in Which the word is used at all. 

Senator Dirksen. But do they use the qualifying language “except 
for replacement purposes” ? 
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Mr. Swipter. No; the clause “except for replacement purposes” jg 
a peculiarity of this legislation. It originated at the time that the 
word “facility” was used instead of “project.” It might have avoided 
the present argument to have stricken that language. 

Mr. Whitten, who stated in the House debate on ths supplemental 
appropriation bill, on March 20, that he wrote the language, says he 
did not strike the "clause because he thought a disaster might occur 
which would wipe out a whole project, and that TVA should have the 

right to replac e a whole project. And therefore it fits the interpreta- 
tion which TVA has been following. 

Senator SatronstaLL. Mr. Chairman? 


POSITION OF TVA ON SUPPLEMENTAL REQUEST 


General Vogel, has the TVA Commission voted unanimously for 
this extension # Is there any difference of opinion on the Commission! 

Mr. Vocet. There is a difference of opinion as to how we should 
proceed. 

Senator SarronstaLL. That is what I wanted to bring out. 

From your statement, I get the impression that you believe that this 
extension is necessary and the President had so recommended. 

Mr. Voce. There is no question about that, sir. 

Senator Sarronsratu. All right. Now, from the point of view of 
this matter which we are now discussing—and that is the only matter 
before us except for the general’s statement—if this committee be- 
lieves that there are enough power revenues in your power and spe- 
cifically puts in your report that it authorizes you to proceed with 
your power revenues on this specific subject, on this specific addition, 
then that is all you need at the present time. 

Mr. Vocen. Absolutely, so far as I am concerned. 

Senator Satronstaty. And the question as to whether the law is 
clear or whether the law should be amended on this word “project” 
and what the appropriation bill did in the 80th Congress as to the 
original act is a proper subject for a legislative committee, is it not! 

Mr. Vocrn. That is right. If that question were removed we 
would be able to proceed without question. 

Senator Satronstatyi. So that if this committee voted to permit 
you to take your money from your power revenues for this specific 
addition, which the Commission as a whole w ants, as a unit, and then 

said something in its report to the effect that the committee believes 

this language should be clarified by the proper legislative committee, 
the matter so far as the second supplemental bill is concerned, would 
be satisfactory to the TVA Commission ? 

Mr. Vocex. Yes, sir; thank you. 


NEED FOR ADDITIONAL UNITS 


Senator Huu. Now, of course, General, there are other additional 
units that will be needed; is that not true ? 

Mr. Voce. Oh, yes. Very definitely. 

Senator Hinz. As I recall, in the hear ings before our subcommittee 
in the last session, you or certainly some of the witnesses representilg 
you enumerated a number of additional units that you have got to 
have. 
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Mr. Voce. That is right. And I pointed that out again in my 
opening statement this morning. 

Senator Hitt. You must have these additional units. 

Mr. Vocex. I might say, Senator, that one thing I think is trouble- 
some to us is the fact that even were we to proceed with the expendi- 
ture of power proceeds and add on units as might be necessary to meet 
the growing needs of the valley, that could go to—I was reviewing with 
Mr. Wessenauer this morning—as much as 4,400,000 additional kilo- 
watts, which is approximately half of our present total capacity. And 
| think the question undoubtedly would arise in the minds of some of 
the Congress as to whether that would be the proper thing to do, 


REASONS FOR AUTHORIZATION TO USE POWER PROCEEDS 


Senator Hitt. Well, now, General, you spoke in your opening state- 
ent here about the construction schedule being tight, on account of 
what | think you termed a shortage of steel. 


SHORTAGE OF ELECTRICAL EQUIPMENT 


Mr. Voce. We have also had a great deal of trouble getting our 
electrical equipment, as a result of the extended Westinghouse strike. 

Senator Hitt. You have had trouble getting your electric equip- 
ment. Now, I happen to be a member of the conference committee that 
wrote the original TVA bill. I happen to be the author of the bill 
that passed the House, as Senator Norris was the author of the bill that 
passed the Senate. And, of course, one of the reasons we gave the 
Board the authority we did to proceed with its proceeds was that we 
knew that that is the way private business operates. ‘That is the way 
you run a private power company. You use your proceeds for capital 
investment after you have met obligations, such as operating costs, and 
other requirements. Most private power companies do not have amor- 
tization charges, but you do. When there are proceeds above those 
requirements, a private company would use those proceeds to enhance 
the value of its properties and to meet the needs and demands for 
power. Isn’t that true? 

So that was one reason we gave that authority. 

Then the other reason we gave the authority was the very thing that 
you called attention to here now, about this construction schedule 
being tight. If you find that a situation is going to maybe get tight, 
ind you think the prices are going up, if you can act without maybe 
having to wait a whole year’s time for congressional approval, the 
fovernment and the taxpayers are in a much better position, are 
they not ? 

Mr. Vocen. That is very true. 

Senator Hitz. In other words, you not only save time, and time goes 
to the very essence of this tight schedule; if you can get your order in 
today, you get ahead of many other people who would be ahead of 
youif you had to wait to place that order. Is that correct ? 

Mr. Vocen. Yes, sir. 

Senator Hitt. Then furthermore, you might save considerable sums 


of money to the Government, the owner of this big installation there, 


by getting ahead of the increase in prices. Is that correct ? 
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Mr. Voce. Yes, sir. 
Chairman Haypen. Senator Dworshak ? 


AMOUNT AVAILABLE FROM POWER PROCEEDS 


Senator DworsHak. General Vogel, what are your annual revenues 
at TVA, approximately ? 

Mr. Vocen. We can’t give it approximately, because it varies so 
from year to year. I think the latest one would be the one you would 
want. Revenues from the sale of power were $184,867,000 in 1955, 

Senator Dworsuax. At TVA, then, you believe and contend that 
within the scope of your annual revenues you can proceed to expand 
existing facilities to take care of increased requirements for power 
in that area? 

Mr. Voce. No, sir; I do not. 

Senator DworsHak. What is the distinction ? 

Mr. Vocer. Because at the rate of growth, sir, it is necessary to 
build facilities or additional units which will take care of a situation 
into the future. And our proceeds or profits from the sale of powei 
would not be sufficient at this time to accomplish that purpose. 

Senator DworsHak. You will need additional funds ? 

Mr. Voce. We will need additional funds by some means, such 
as funds derived from the sale of revenue bonds, in order to accom- 
plish that purpose. 

Senator DworsHak. But you do believe you have authority to use 
your entire net proceeds # 

Mr. Voce. I have not said that. 

Senator Dworsnak. Well, you say you may need more than that. 

Mr. Vocru. I say we may need more, but T have not said we have 
the authority to use all of that, sir. 

Senator Dworsnak. You are proceeding on that basis, are you not! 

Mr. Voce. Not necessarily ; no, sir. 

Senator DworsnHaKk. What are you doing? 

Mr. Vocen. I think that is the question that is before this com- 
mittee today. 

Senator DworsHax. Well, that is what I am trying to develop. 

You are supposed to know what the details are. You live with this 
question. I think the members of the committee ought to be given 
some of the information. 

Let us approach it from another angle. I can see you are not going 
to be very cooperative. 


REYNOLDS METALS CONTRACT 


I read recently that one of the largest concerns, Ford Motor Co., is 
locating a large new plant in the Southern States served by TVA. Is 
that right? 

Mr. Vocew. Yes, sir. 

Senator DworsHak. Did you make an agreement to provide the 
power ? 

Mr. Vocet. We made an agreement to provide the power to the 
company from which the Ford oe Co. will obtain aluminum, that 
being the Reynolds Metals Co. I do not know the status of the con- 
tract with the Ford Motor Co. 
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Senator DworsHak. Who made it? Aren’t you the Chairman? 

Mr. Vocet. Yes, sir. 

Senator DworsHak. Don’t you know what is going on down there 
in TVA? 

Mr. Vocet. Yes, sir. 

Senator DworsHak. Well, then, tell us. 

Mr. Vocex. I cannot tell you the status of that particular contract. 

Senator DworsHak. You cannot? Then where are you going to 
vet this particular information?. Do you have any janitors down 
there that you can call in and give us this specific information ? 

Mr. WessENAUER. Sir, perhaps I can explain. 

Senator DworsHak. Well, that is what we want to know. 

Mr. Wessenaver. A contract has been entered into between TVA 
and the Reynolds Metals Co. The Ford Co. has not yet negotiated a 
contract for power. 

Senator DworsHak. Well, how much power are you going to fur- 
nish Reynolds at this new plant ¢ 

Mr. Wessenaver. The new contract provides for 235,000 kilowatts, 
sir. 

Senator DworsnHak. That involves how much money for the expan- 
sion of the necessary facilities to provide that additional power ? 

Mr. WessenAver. The investment in generating and transmission 
facilities involved will probably be in the neighborhood of $35 million. 

Senator DworsHak. And is that going to be an enlargement of an 
existing facility ¢ 

Mr. WessEeNAvER. It will be supplied from the total power capacity 
of the TVA system. 


FUNDS FOR FURTHER EXPANSION 


Senator DworsHak. In that specific instance, then, it is not neces- 
sary for you to get any author ity or any appropr iations from C ongress 
with which to get the $35 million to expand those particular fac ‘ilities 
to take care of this new Reynolds contract ? 

Mr. WessENAvER. The situation is as Mr. Swidler explained it with 
respect to TV A's authority to add units at existing plants. 

Senator DworsHak. And it is highly possible that you might enter 
into such an agreement about every month, about every 30 days, and 
expand existing facilities not only to the extent of $35 million but to 
0 or 12 times that amount ever y year, and it would not be the concern 
of Congress, reflecting the interests of the taxpayers of this country, 

whether you did that, without any specific authority or not ¢ 

Mr. Wessenaver. Well, sir, there would be practical limitations. 

Senator DworsHak. What are the limitations? 

Mr. Wessenavurer. There wouldn't be earnings available to expand 
it that rate, sir. 

Senator DworsHak. Then you would, of course, obligate the TVA 
to the extent of the current revenue, and then you would come in, if 
you required funds in excess of that amount, and ask for a specific 
appropriation ¢ 

Mr. Wessenaver. I believe, sir, we would present the story to the 
Congress each year as to TV A’s plans. 
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Senator DworsHak. But up to the point of using the current rey. 
enue, you do not feel the need for telling the Conger ess or any of 
its committees what your plans are? 

Mr. WessEeNnaveER. Sir, I believe you will find every year the TY, 


has told the Congress the plans it had with respect to the use of it: 
revenues. 


LETTERS OF INTENT 


Senator DworsHak. Did you tell the House committee a few months 
ago when you appe: ared before it that you had issued letters of intent 
to expand existing facilities ? 

Mr. Wessenaver. The President’s message stated there were letters 
of intent issued with respect to the John Sevier unit, sir. 

Senator Dworsuak. Were there any other letters of intent in addi- 
tion to that ? 

Mr. Wessenaver. There were other letters of intent dealing with 
other units which are covered elsewhere in the budget request. 

Senator Dworsuak. And then, under the contention which has 


been submitted to the committee here this afternoon, it is not neces. 


sary to get either approval or additional appropriated funds with 
which to expand these existing facilities to take care of any possible 
increase, such as was involved in the new Reynolds agreement. 
Mr. WessenaverR. With respect to additions to existing plants, sir, 
that is what I understand the law to be. 
Senator DworsHak. Well, would not all of these comparable im- 


provements, like Reynolds, involve not new facilities but expansion 
of existing facilities, and thereby preclude any need of coming before 
Congress for appropriations ¢ 

Mr. WesseNaver. Some would be and some would not be, sir 

Senator Dworsuak. But it would be possible to expand existing 
plants by unlimited additions of steam plants to take care of such 
additional new facilities and installations, without coming before 
the Congress ? 

Mr. Wessenaver. Not unlimited, sir. That is a physical impos- 
sibility. 

Senator Dworsnax. I should qualify that. I beg your pardon. 
Up to the extent of the current net revenue, which is approaching 
$200 million a year. Within that limitation? 

Mr. Wessenaver. Let me explain, Senator Dworshak. The $2!) 
million represents the gross revenues which TVA receives from the 
sale of power. Now, the first obligation on those revenues is operat- 
ing expenses. 

Senator DworsHak. What does that amount to? 

Mr. Wessenaver. They will total in the neighborhood of $1 
million. That includes the operating expenses of the hydro projects 
the coal we buy for the fuel st: tions, and so forth, So that appros- 
imately half the revenues are required in connection with operating 
expenses. 

Senator Dworsuak. So you are operating under that limitation, 
then ¢ 

Mr. Wessenaver. There would be left, at current rate of earnings, 
about $100 million for additions to physical plant. Some of that 
amount would be required in connection with the transmission syste! 
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so that not all of that amount would be available in any case for the 
addition of generating units. 

There is one other claim on revenues that I believe you are familiar 
with. The law requires that TVA must pay into the Treasury over 
a period of 40 years amounts of money which will equal the total 
amount Which has been appropriated by the Congress for a power 
facility. 

Senator DworsHax. What does that amount to annually? 

Mr. Wessenaver. It is not fixed by individual years, but on the 
average it would amount to $35 million. 

Senator DworsHaK. So then you are getting down to the practical 
feasible basis that probably 65 or 70 million dollars would be available 
annually for such expansions ? 

Mr. WrEssENAUER. For transmission and generating facilities. So 
one limitation is the amount of earnings available. 

There is also another limitation, Senator, that I would like to call 
ty your attention. 

These hydro projects and steam plants do not have unlimited space 
for adding units. There is a limit as to the number that can be added 
at a given site. 

Senator Dworsnak. Then you would have to install what you would 
consider new facilities. 

Mr. Wessenaver. We would have to start a new project. 

Senator Dworsnax. Then you would have to come in and get 
authorization. 

Mr. Wessenaver. That is right, sir. 

Senator Dworsnak. But within the limitations of expanding 
isting facilities, you believe you would not necessarily need any au- 
thority or any appropriations ? 

Mr. Wessenaver. That is the interpretation we have of the law, 
ves, S1Yr. 


RATE FOR POWER SALES 


Senator Dworsnak. What are you selling power for at this new 
plant under the contract you have with Reynolds power ? 

Mr. WEssENAvUER. It will cost the Reynolds Co. about 4% mills a 
kilowatt-hour, based on their load factor. 

Senator DworsHak. Is that dump power, or firm power? 

Mr. WesseNAvER. Firm power, sir. 

Senator Dworsnak. What does that cost TVA to generate ? 

Mr. WessENAvER. Well, it costs less than that. 

Senator DworsHak. How much less? 

Mr. Wessenaver. We expect to earn on the investment that is dedi- 
cated to that service about 4 percent. The 414 mills provide enough 
revenues for the 4-percent return, and all operating costs. 


SUBSIDIZED POWER SUPPLY 


Senator Dworsuak. Well, I guess I will not belabor the point, Mr. 
Chairman. But it seems queer to me that the Federal Treasury is 
committed to unlimited depredations on the basis that subsidized con- 
tracts have to be negotiated by TVA for so-called additional expan- 
sions, expansions of existing facilities, to take care of large installa- 
tions, to the detriment of the Northeastern States and other areas, 
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which are not in a position of offering subsidized power contracts to 
such contractors. : 

Senator Hitt. Mo. Chairman, may I make a statement there’ | qo 
not agree with my friend from Idaho that this is subsidized power, fo: 
this reason. Under the-law TVA pays out of its power proceeds ql] 
operating costs, including depreciation. It has in addition earned 
on the Treasury investment an amount that is more than the jp. 
terest that the Government has paid on the capital invested there, 
Under the law, TVA has to make payments to amortize out the cost 
of these structures. So it is not subsidized. 

And in the second place, whenever earnings are expended to add q 
new unit or to improve the system in any way, it enhances by that 
much the value of the installations to the owners, the owners being the 
taxpayers of the United States. So if you put in a new unit, you 
have simply done what a private business does, and that is that you 
have increased the value of your properties, your capital investment, 
and provided foi larger earnings. 

Now, my friend from Idaho spoke about other sections of the coun 
try not being able to compete with TVA, and he spoke about the 
revenues of the installations there. It is interesting in that connee- 
tion that in 1939, before Reynolds went into the valley—they went in 
there in 1940—42 percent of the Vnited States aluminum capacity 
was in the Tennessee Valley. 

Last year because of aluminum expansion elsewhere, the ratio was 
down to 28 percent; 28 percent of the whole national aluminum ca- 
pacity of the country was in the valley, a drop from 42 percent. 

When aluminum capacity, now under construction, or planned to 
be constructed, is completed, the figure will drop down to 25 percent. 

Now under production at this time, or contracted for production we 
find out in Oregon 54,000 tons, the Harvey Aluminum Co.; Montana, 
60,000 tons, the Anaconda Aluminum Co.; Texas, 75,000 tons, Alcoa 
that is, of course, the Aluminum Company of America. In the Ohio 
Valley, 60,000 tons, by the Olin Mathieson Chemical Co. ; 220,000 tons, 
a Kaiser Aluminum Co.; and also in the Ohio V alley 120,000 tons 

5 vy Ale ‘Oa, 

Of this new aluminum capacity, starting with Oregon and coming 
through these States, only 17 percent of it is located in the Tennessee 
Valley including the new Reynolds expansion. 

Senator DworsHak. Part of that, Mr. Chairman, is subsidized in 
other areas. I won’t be partial and claim that this is the only area 
where it is being done. 

Senator Hitt. Well, I do not know. He speaks about “subsidized.” 
Now, the people in these other areas—I am not sure about Oregon. It 
inay be they are getting the power there from the Bonneville Dam. 

Senator Dworsuak. Well, some of it involves subsidy and below 
cost produc tion. 

Senator Hitz. In Ohio you have the largest new installations, and 
there in the Ohio Valley, Olin Mathieson Co., Kaiser Aluminum (0, 
and Alcoa are buying their power from private power companies. 

Senator Dworsuak. We ought to build some steam plants up iD 
Massachusetts and New Jersey, then, and let those States participate 
in these subsidized power generation. 

Senator Hinz. Well, as to the question of subsidy, I would have to 
disagree sharply with you, with all courtesy, sir. I do not believe 
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public power systems are nec essarily subsidized, and in any event these 
new aluminum plants to which I have referred are using power from 
priv: ate power compiz nies. 


PROBLEMS BEFORE COMMITTEE 


Senator Dirksen. Mr. Chairman, I think we have a different prob- 
lem to solve here for the moment. 

General, I think the dilemma of our committee is this. No. 1, the 
way the House language stands today—and it has no qualification 
whatsoever: I am speaking of the report—it would in fact confirm the 
opinion of your General Counsel that to the extent that they are avail- 

able you could use revenues at any time for, as the language goes, 
addition: al projects, meaning of course, not new projects as such but 
additions. 

Mv. Swipter. Additional facilities. 

Senator Dirksen. That is right. 

Mr. Voce, I think, sir, it would point in that direction, but it would 
still not clarify the issue. 

Senator Dirksen. But the way it stands at the present time, I think 
you would agree there would be no limit on the revenues from power 
that you could use for the purpose that we have been describing here. 

Mr. Voorn. Yes, sir. 

Senator Dirksen. Now, the second problem I think that is before 
the committee is that the clear intent of the act of 1948 was to provide 
budgetary control by Congress; that is, if you think of the act in its 
entirety, quite aside from the specific words that were used. Would 
you agree to that? 

Mr. Voce. I do, sir. 

Senator Dirksen. That they wanted to maintain budgetary control 
of those operations ? 

Mr. Swipter. You are talking about the 1948 act ? 

Senator Dirksen. That is right. 

Mr. Swipter. The 1948 act has a very clear history on what was 
intended. And the intent was, as I understand it, that Congress 
would retain control of new projects. A new project could involve 
policy questions with respect to locational considerations and other- 
wise that Congress might very well like to retain decision on. 


GENERAL INTENT OF CONGRESS 


Senator Dirksen. Let us consider just the general intent that Con- 
gress has had in mind in that and other enactments, as to alw ays hav- 
ing its finger on budgetary control. I think generally you will agree 
with that. 

Mr. Swipter. TVA was established with enough flexibility to carry 
oa job that requires day-to-day capital expenditures. Congress ac- 
corded TVA enough business freedom to make the necessary expendi- 
tures from its revenues, subject to getting advance approval when it 
embarked on a program which might involve major policy considera- 
tions, such as might be involved in a new dam, or a new steam plant. 

Now, the primary purpose of the 1948 legislation was to insure the 
return of the ‘apital which the Treasury had inv ested, and it sets out 
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2 formula for payments to be made by TVA which must come ahea( 
of any expenditures for new improvements. 

But we are way ahead in those payments, Senator. 

Senator Dirksen. I understand. But here are the three problems 
we had. No. 1, going back to the Corporation Control Act, amend- 
ments thereto, and the general intent expressed by Congress, whethe 
it was TVA or anybody else—the very purpose of the whole act of 
course was to maintain budgetary control here. 

Secondly, the status in which the House left this matter. 

Because there is no qualifying language there at all, on the use 
of any of your revenues, no matter how large they may get. 

Now we come to the third question. 

Mr. Swipter. I am sorry, Senator Dirksen. Did you say there 
was no exception of TVA in the Government Corporations Control 
Act? 

Senator Dirksen. That is right. 

Mr. Swipter. I misunderstood. TVA’s authority under section 
26 is specifically preserved in that act. 

Senator Dirksen. Now, the language in the House report is: 

The committee reaffirms its judgment, and believes that TVA should use its 
revenues to the extent they are available to add units at existing plants to meet 
the power requirements of its service area. 

Now, there is no qualification there except the amount of the revenue 
that is involved. 

Mr. Vocer. That is right. 

Senator Dirksen. The third problem involved is this: that it is 
the intent of the Congress that repayments should be made. There 
has always been that hope, of course, that payments would be returned 
to the Federal Treasury. 

Now, you see, I do not know how much money is involved in these 
units. How much is it? $100 million for the units that you plan’ 
These are pretty good-sized units, are they not ? 

Mr. Vocen. It will run $28 million for John Sevier alone. I would 
imagine in the next 2 years the tota] will run to double the amount 
you stated. 

Senator Dirksen. What will happen, then, is that you diminish 
your payments to the Treasury in proportion as your power revenues 
are used for expansion purposes. 

I think that all adds up to a power question, And T am not so sure, 
Mr. Chairman, that it 1s within the jurisdiction of this committee 
to pass on that matter. It may be that there must be some clarification 
in the 1948 act. 

Perhaps Mr. Saltonstall had the right suggestion here, that to 
meet your immediate needs, the 314 million be permitted, with the 
very specific understanding that it shall not constitute a percedent 
or a guideline for the future, until we can get this matter clarified. 

Asa member of this committee, I do not know that T would care to 
pass on a matter of such transcendent importance in the policy field. 

As has been cited here, the author of the amendment on limitation 
first proposed that TVA not be allowed to use any of its proceeds for 
the construction of facilities, power facilities, without prior approval 
by the Congress 

Well, we discussed that at some length. And the question was 
brought up as to generators, substations, lightning knocking out a 
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facility, the transmission line, and the necessity for TVA to operate 
ys an ordinary business enterprise would operate, to use its net pro- 
eeds or use its proceeds, its power revenue, for the operation of a 
power business. 

It was finally agreed, and upon that agreement I supported the 
amendment, to change the word “facility” to “project.” Then the 
lebate ensued on the floor. 

Now, the Congress also felt at that time—the subcommittee felt 
ind eventually the whole Congress felt—that TV A’s operations had 
assumed sufficient proportions that the power program had become an 
mmense operation and that the TVA should be required to amortize 
the Government’s investment. We wrote that provision in. You will 
ind both provisions in the same appropiration bill. 

As I recall it, we had a rule from the Rules Committee waiving 
points of order. Now, we were dealing with legislation, as we were 
waking legislation on the appropriation bill. And, of course, a rule 
was necessary, as the former House Member and Parliamentarian 
well knows, 


STATEMENT OF HON. ALBERT GORE, A UNITED STATES 
SENATOR FROM THE STATE OF TENNESSEE 


HISTORY OF 1948 AMENDMENTS 


Senator Gore. May I say something here, Mr. Chairman? 

Chairman Haypen. Yes. As one of the coauthors of the act, I 
think you should have an opportunity to express your view. 

Senator Gore. I served on this committee, the Government Corpo- 
rations Subcommittee of the House Appropriations Committee, that 
recommended to the House not only the amendment in specific ques- 
tion here but also the provision in the 1948 act requiring TVA to 
amortize the Government’s investments in these projects. 

The General Counsel has recited certain portions of debate on the 
floor of the Congress. I recall the discussion in the executive sessions 
of the committee, which are not recorded. 

To understand what we were attempting to do in 1948, I would 
like to reeall that at that time TVA was beginning to have sizable 
iet proceeds, sizable net earnings or profits. I believe it was Con- 
gressman Jensen who made the suggestion in executive session that 
the Congress should place some limitation on the freedom of TVA to 
se its net. proceeds. 

Under section 26 of the original TVA Act, TVA was free to use 
all of its net proceeds in a business type operation, replacement, ex- 
pansion, What not, in the furtherance of its power program. 

I joined in the feeling of the subcommittee, and I joined in the 
withorship and in the writing of both of these amendments, both the 
amortization and the limitation. 

So I believe it is clear that this, as the Senator has said—this pro- 
vision Was recommended as a limitation, not a denial. The limitation 
was to the extent of new projects; not as has been spelled out here in 
the record, replacement of units or addition of generators or units in 
existing plants. 

[ wanted to make that statement, because I was involved in it. As 
‘matter of fact, I still support this provision. I still support the 
amortization requirement. I am subject to reason on the matter, of 
course, 
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LEGISLATIVE POLICY PROPOSALS 


Senator Dirksen. Of course, you know what the implication is of 
the position taken by the minor ity in this matter in the House, General, 

Mr. Vocev. I certainly do, sir. 

Senator Dirksen. And that is this: that you did submit a tentative 
proposal for the author ity to issue revenue bonds. Well, it would 
occur to me that if all available revenues can be expended for acere- 
tions to existing plants in your domain, actually, you will need no 
legislation in that field, notwithstanding the bills that have been 
introduced. 

Senator Kerr introduced a bill on the Senate side, and I think the 
Budget Bureau had some suggestions about amending it. 

But if you can use your revenues up to the extent available, then in 
a sense the implication is that your revenue bond proposal goes right 
out of the window. 

Senator Gore. Will the Senator yield there? 

Senator Dirksen. Yes. 

Senator Gore. It may well be that the TV A has advanced sufticiently 
and grown sufliciently that the Congress needs to reexamine the legis. 
lative policy with respect to the use of earnings, with respect to amor- 
tization. 

But as the Senator has said, in the appropriation subcommittee is 
hardly the place for that. 

Senator Dirksen. That is right. This is not the right forum, it 
seems to me, Mr. Chairman, to resolve that question. That should 
properly go to the Public Works Committee of the Senate. 

Senator Hitt. The Senator from Tennessee is a member of the 
Public Works Committee, and from my long experience here, not as 
long as that of the chairman but rather lengthy, I imagine the legis- 
lative committee would be rather jealous of this committee asserting 
itself in a matter of this kind. I think they would feel that was a 
matter for them. 

Senator Dirksen. Well, I think my distinguished friend from 
Alabama knows that if we went on the floor with something legisla- 
tive in character in an appropriation bill where there was controversy, 
very conceivably the necessary point of order would be made by some- 
body, and then we would be in difficulties and would have to start all 
over again. 

Senator Hitt. We would be in difficulty, because under that point 
of order the whole bill, not just this one provision but the whole bill. 
would come back to this committee. And I am sure the chairman 
does not want to bear the baby a second time. 


NEED FOR REVENUE BOND AUTHORIZATION 


Mr. Voorn. I would like to answer your question, though, Senator 
Dirksen, because it is really related to the question Senator Dwor- 
shak asked, and that is that we would not conceivably have enough 
within our revenues for the next few years to meet the power expan- 
sion that we foresee within these years. 

And what we would like to do it to spread that into the future 
by pushing the revenue bond proposal. 
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Getting back to the specific case, this is a support of the Presi- 
dent’s budget for $314 million to accomplish those things which are 
necessary at this time, and which as far as I am concerned would dispel 
this other issue which has been brought before the committee. 


STATUS OF LEGISLATION 


Chairman Haypen. What is the status of the revenue bond legis- 
lation ¢ 

Senator Gore. We have held hearings, Senator, in the Public 
Works Committee and have held executive sessions, but no bill has 
been as yet reported, 

Senator Hitn. Mr. Chairman, I know we have to recess. But I 
might ask that we put the General Counsel’s whole statement in the 
record. 


Chairman Haypen. It has all gone in the record. 


COMPETITION FOR POWER SUPPLY 


Senator DworsHak. Just one question, General, 

If the Reynolds Co, feels it is highly desirable to negotiate a con- 
tract for this power to be furnished by TVA, and it does not involve 
my particular form of subsidy, indirect or otherwise, why does not 
Reynolds Co. build its own steam plant down there and furnish its 
own power ¢ 

Mr. Vocer. You would have to ask that of the Reynolds Co., sir. 
But the Reynolds Co. is just like any other company, any other in- 
(ustrial organization. And I do not know of many of them that are 
going to the extent of building their own plant. 

Senator DworsHak. Not if they can get power at a lower cost than 
they can generate it themselves; of course not. 

Mr. Voeen. Of course, the Aluminum Company of America is gen- 
erating some of its power and purchasing some of it. 
runs in about equal quantities. 
answer I might give you. 
ake it. 

Senator DworsHak. It is naively assumed that TVA is making a 
tremendous profit, making and selling to Reynolds or other industrial 
users, and then you wonder why these private companies would not 
install their own facilities and participate in these lush profits. That 
s just something for you to think about. 


I would say it 
There are a good many sides to any 
I don’t think this is the appropriate place to 


URGENCY OF NEED FOR JOHN SEVIER UNITS 


Chairman Haypen. For the record, I would like to have some state- 


ent as to the urgency, the immediate need, for this extra unit, for 
the John Sevier plant. 


Mr. Vocren. I have made that statement in my opening remarks, 


Senator Hayden. I would be only too glad to repeat it: that without 
starting now, or in the very near future, on this additional unit of the 


John Sevier steam plant, there is the possibility of a shortage amount- 


ing to about 127,000 kilowatts of electricity at the end of 1957. 
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Treasury DEPARTMENT 
LETTER FROM SECRETARY HUMPHREY 


Senator Haypen. At the request of Senator Robertson, I am placing 
in the record a letter dated February 10, 1956, from Secretary of the 
Treasury Humphrey regarding the Treasury Department's reactions 
to the House allowance under H. R. 9064, a bill making appropriations 
for the Treasury and Post Office Departments and the Tax Court of 
the United States for fiscal year 1957. The reason for placing this 
letter in the record is to clarify a discrepancy involving the omission of 
two paragraphs that should have appeared just ahead of the last 
paragraph on page 57 of the printed record of the Senate Hearings 
on the Treasury and Post Office Departments Appropriations, 1957, 

An explanation of the discrepancy is contained in letter dated 
March 27, 1956, from Mr. W. L. Johnson, budget officer, Treasury De 
partment which is also to be inserted in the record. , 

In addition there is a letter from the Reserve Officers Associatio) 
of the United States, Inc., urging restoration of the $250,000 re. 
duction made by the House and not appealed by the Department 
This letter was received after the hearings on the Treasury items of 
H. R. 10004 were concluded. 

(The letters referred to follow :) 


THE SECRETARY OF THE TREASURY, 
Washington, February 10, 1950 

Hon. A. WILLIS ROBERTSON, 

Chairman, Treasury and Post Office Departments Subcommittee, 

Senate Committee on Appropriations, United States Senate. 

My Dear Mr. CHAIRMAN: The Treasury-Post Office Appropriation Act, 1937 
(H. R. 9064), which was passed by the House of Representatives on February 7 
1956, contained reductions totaling $5,073,000 below the amounts of the budget 
estimates for the Treasury Department as submitted to the Congress. This 
aggregate reduction is made up of several relatively small decreases totaling 
$223,000 in the estimates for the Office of the Secretary, the Bureau of Accounts 
and the United States Secret Service, and other more substantial reductions in 
three main areas as follows: Internal Revenue Service, $2,850,000; United States 
Coast Guard, $1,750,000; and the Bureau of Customs, $250,000.) Since this Dil 
will now come before your subcommittee for consideration, I would like, at this 
time, to provide you with our views and observations with respect to the ade 
quacy of the amounts authorized in the House-approved bill. 

Before assessing the anticipated effects of the House-imposed reductions, | 
believe you should know that the budget estimates for 1957, as submitted to the 
Congress, were prepared under stringent budget ceiling procedures and that every 
effort was made to hold the amounts of the budget requests to the absolut 
minimum. It should be further understood that this action came on top ol 
continuing program of belt tightening that has been going on with steadily in 
creasing pressure over the past 3 years, in which we have used every reasonable 
device at our disposal to reduce personnel, improve organization and intensils 
the search for better and cheaper ways of doing our work. I am convinced thal 
nothing of significance has been overlooked in the course of these efforts abl 
am satisfied that the 1957 budget estimates for this Department as su!mitte: 
to the Congress provided little opportunity for further trimming withont risk 
ing the impairment of essential functions or services. Notwithstanding the 
above, the necessity for achieving our overall budgetary objectives is considered 
to be so imperative and so overriding that I’m willing to accept such possible risk 
and the additional administrative burdens that may be entailed by the House 
reductions. Accordingly, it is the purpose of this letter to advise that the Treas 
ury does not propose to appeal or request the restoration of any of the reduc: 
tions in the estimates which were made in the bill as passed by the House. In 
agreeing to these reductions, I am determined that the Treasury will contribute 
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its maximum efforts toward reducing overall Federal expenditures and perhaps, 
py so doing, lend encouragement and help point the way for others. 

‘With respect to the individual items concerned, my general observations con- 
cerning the reductions imposed by the House are attached. In view of the fact 
that the Department is not requesting restoration of any of the reductions im- 
posed by the House, no hearings before your committee on the 1957 budget esti- 
mates for this Department are being requested. Please be assured, however, 
that we will be glad to provide any additional information not covered in this 
jetter that your committee may desire. 

Yours very truly, 
G. W. HuMPHREY, 
Secretary of the Treasury. 


EFFECTS OF PROPOSED KEDUCTIONS IN TREASURY BUDGET ESTIMATES FOR 
FISCAL YEAR 1957 


With respect to the reductions in the estimates for the Oflice of the Secretary, 
the Bureau of Accounts, and the United States Secret Service, every effort will 
be made to institute additional economy measures that will bring these budget 
programs Within the limits of the appropriations contained in the House-ap- 
proved bill. However, in connection with the larger reductions in the Internal 
htevenue Service, the Coast Guard, and the Bureau of Customs, somewhat more 
serious problems will be encountered. 

The reduction of $2,850,000, which has been made in the budget estimates for 
the Internal Revenue Service, will necessitate some curtailment in planned 
expansions in the legal and tax ruling work and in the equipment replacement 
program and will defer a much needed upward revision of the grades and average 
salaries of certain Internal Revenue Service personnel. Assurance is given, 
however, that this reduction will be so applied as not to weaken our enforcement 
strength or to cause any slackening in the audit of tax returns and the collection 
of delinquent tax accounts, 

With respect to the reductions of $500,000 and $100,000 which were made in 
the estimates for “Operating expenses’ and “Acquisition, construction, and im- 
provements,” respectively, it is anticipated that necessary program adjustments 
can be effected without serious consequences and we will do our best to work 
these out suecessfully. However, the reduction of $900,000 in the estimate for 
“Retired pay” presents a more difficult problem. This appropriation, unlike the 
other estimates in question, is not for operational purposes but provides, instead, 
funds for the payment of retired personnel of the Coast Guard. As such, it does 
not offer the usual latitude for the exercise of administrative discretion and 
judgment. The requirements for this appropriation are dictated by mathemati- 
cal projections of eligible personnel on the retired list. In approving the reduc- 
tion accorded this item, the House Appropriations Committee explained its action 
as being occasioned by the fact that current obligations were running at a rate 
ipproximately $1 million on an annual basis below the current amount available. 
However, according to Coast Guard calculations, this lag in the first 6 months 
may be expected to be partially offset by changes in the retirement list that 
are anticipated to occur in the second 6 months of the fiscal year 1956. The 1957 
ludget estimates were based upon the best information available and, if present 
estimates should fully materialize, the amount approved in the House bill would 
uot be sufficient to cover the retirement of all personnel who become eligible 
and are entitled to retirement. Since the requirements under this appropriation 
must necessarily rest upon mathematical computations and statistical projec- 
tions, the Department is prepared at this time to accede to the judgment of 
the House of Representatives and if it develops, as time goes on, that additional 
funds are required for this purpose, we will, of course, have no alternative but 
10 £0 back before the Appropriations Committees and seek supplemental appro- 
jriations to meet the situation. 

The House bill includes $3.5 million for the Reserve training program of the 
Coast Guard, a reduction of $250,000 which was attributed by the House com- 
luittee to the lack of experience under the new Reserve program which was ap- 
proved by the Congress last year. However, in imposing this reduction, the 
House committee indicated that it would entertain a request for the necessary 
ippropriation at such time as a firm program was developed. Unfortunately a 
proposed supplemental appropriation had already gone forward to the Congress 
‘ut not in sufficient time to receive consideration by the House committee in its 
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determination of this item. Reference to this supplemental estimate, which js jy 
the amount of $3.5 million will be found in House Document No. 326. 


Under 
the circumstances, it would appear that the $250,000 reduction accorded the 


regular estimate for 1957 must necessarily be considered in conjunction with the 
supplemental estimate now pending before the Congress. 

The last item meriting special comment relates to the estimate for the Bureay 
of Customs. This estimate provided for some increase to intensify the examina 
tion of mail packages. Most of this increase will be lost as a result of the 
$250,000 reduction and will not permit action of the size or extent considered 
necessary and desirable. However, we are willing to go ahead on the basis of 
the House bill and see what we are able to acomplish in this direction withiy 
the limits of the appropriation contained in the bill. 


TREASURY DEPARTMENT, 
Washington 25, March 27, 195% 
Hon. A. WILLIS Ropertson, 
Chairman, Treasury and Post Office Departments Subcommittee, 
Senate Committee on Appropriations, 
United States Senate, Washington 25, D.C. 

My Dear Mr. CHAIRMAN: Mr. Joseph E. Gonzales has just called by attention 
to a discrepancy involving the omission of two paragraphs that should have 
appeared just ahead of the last paragraph on page 57 of the printed record of 
the Senate hearings on the Treasury and Post Office Departments Appropriation 
Act, 1957. The testimony, at this point, related to the insertion in the record of 
the written statement of Under Secretary Burgess. Such written statement 
purported to quote, in full, the Secretary’s letter to you of February 10, 1956, 
which was composed of a covering letter and an attachment of two pages. Ex 
cept for the omission referred to, the letter is as quoted in the committee report 
However, through a clerical error which was not detected in the assembly and 
reproduction of the statement, the two paragraphs on the second page of the at 
tachment were inadvertently omitted. The statement should have appeared 
in the same form as the original letter to you from the Secretary dated February 
10, 1956. 

I regret very much the above oversight. 

Yours very truly, 
W. L. JOHNSON, 
Budget Officer. 


RESERVE OFFICERS ASSOCIATION OF THE UNITED STATES, INC., 
Washington, D. C., March 238, 1956 
Hon. A. WILLIS ROBERTSON, 
Chairman, Treasury and Post Office Subcommittce, 
Senate Committee on Appropriations, 
United States Senate, Washington, D.C. 

My Drar SENATOR RopertTson: We were delighted in our reading of the ‘Treas 
ury appropriation hearings before your committee, to note your keen awareness 
of the importance of an adequate Coast Guard Reserve appropriation. We also 
commend you on your concern over reductions which have been made in Coast 
Guard Reserve appropriation requests because as you so aptly put it, “I thought 
maybe we were clamping down too tight on the Coast Guard.” 

Your impresion was, and is, certainly correct, and it appears from the trans 
cript of your hearings and those of the House Appropriations Committee thal 
the Treasury did not answer your inquiry fully nor provide you with complete 
information on the reductions in the Reserve appropriations. 

Treasury representatives presented to you a letter from the Secretary dis 
cussing House reductions in Treasury budget requests, attaching a memorandum 
titled, “Effects of proposed reductions in Treasury budget estimates for fiscal 
year 1957” (pp. 56-57 of your hearings). Neither the letter nor the met 
randum mentioned a reduction of $250,000 in Reserve funds which House 
committtee members themselves believed the Treasury should protest. Yet in 
hearing before the House Appropriations Committee (pp. 48-160, second 
supplemental appropriation bill, House hearings) the Treasury, in answer (0 
critical inquiries as to why it was not protesting the cut in Reserve funds, 
introduced in the record the Secretary’s letter of February 10 addressed to you, 
and what purported to be the accompanying memorandum on ‘Effects of pre: 
posed reduction in Treasury budget estimates for fiscal year 1957.” The mene- 
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randum, however, differed from the one printed in your hearings in that it 
contained the following paragraph on the reduction in Reserve funds apparently 
yot included in the memorandum actually furnished to you: 

“The House bill includes $3.5 million for the Reserve training program of 
the Coast Guard, a reduction of $250,000 which was attributed by the House 
-omiittee to the lack of experience under the new Reserve program which was 
approved hy the Congress last year. However, in imposing this reduction, the 
House committee indicated that it would entertain a request for the necessary 
appropriation at such time as a firm program was developed. Unfortunately, a 
proposed supplemental appropriation had already gone forward to the Congress 
hut not in sufficient time to receive consideration by the House committee in 
its determination of this item. Reference to this supplemental estimate, which 
isin the amount of $3.5 million will be found in House Document No. 326. Under 
the circumstances, it would appear that the $250,000 reduction accorded the 
recular estimate for 1957 must necessarily be considered in conjunction with the 
supplemental estimate now pending before the Congress.” 

During the House hearings on the second supplemental appropriation bill now 
pending the following testimony was recorded with respect to the reduction of 
s250,000 in the Reserve appropriation : 

“Mr. CANFIELD. * * * IT am quite sure I am right when I say that, when we 
vonsidered this item before the markup, it was the general feeling of the comnmit- 
tee that we did not want to prejudice the program or hinder the program in any 
sense Whatever. It was a token cut to await your presentation of a firm pro- 
era. As T understand it, you now are coming before us with what you believe 
is the beginning of a firm program; is that right, Admiral? 

“Admiral RicHMOND. That is correct, sir. Of course, I cannot escape the tact 
that the $250,000 cut will reduce our ability to enlist the number of 2-year—6-year 
eople that we had originally intended to enlist fromm approximately a total of 
2500 to about 2,000, 

‘Mr. CANFIELD. What are you going to have to cut now? 

“Admiral RricHMOND. Because of the overlap, it was impracticable to readjust 
the supplemental to go back to the 2,500, so that we have accepted it as, you 
night say, a limitation on the program that in the 2-year—6-year people, we would 
imit ourselves to about 2,000 enlisted men for 1957, as against 2,500, which was 
ihe maximum we felt we could take and hoped we would be able to take. 

“Mr. CANFIELD. Have you appeared before the Senate yet? 

“Admiral RicHMOND. No, sir. 

“Mr. CANFIELD. Do you plan any action when you appear before the Senate on 
this cut item? 

‘Admiral RicHMOND. No, sir; we do not. 


‘Mr. CANFIELD. You mean you are accepting this as a cut in finality? 

“Admiral RicHMONp. Yes, sir. 

“Mr. CANFIELD. Well, speaking as one member of the committee, I very defi- 
nitely understood when that cut was made, it was not projected as a cut to deter 
or hinder the program in any way. 
your presentation, 


It was sort of an interim operation awaiting 
I am inclined to think that you ought to carry on with your 
well-thought-out program and make an appeal in the Senate, so that, when we 
vet in conference, we can consider the item properly. 

“Mr. CANFIELD. And you tell us today, and I am quoting the very last sentence 

in your statement: ‘The recent reduction in our basic 1957 appropriation re- 
yuest of $250,000, plus the added expense of the proposed increase in pay of the 
‘year trainees, while undergoing the initial period of active-duty training, which 
is estimated at $135,000, would have the effect of reducing the planned growth 
the first year.” Now, I do not believe, and I am quite sure that it was not the 
purpose of this committee to be a party to reducing your planned growth during 
the first year. Inasmuch as Congress has not completed action on this appropria- 
tion bill yet, as one member of the committee, I cannot understand why you do 
hot go ahead with your planned growth during the first year and appeal that 
ltem, if this program is very important; and I, for one, believe that it is. 
_“Mr. CANFIELD. I want to repeat that I am at a loss to understand why the 
Secretary, reading the chairman’s report on the Reserve training item, after the 
cut imposed by the Bureau of the Budget, was willing to accept in finality this 
‘ction taken by the House while the bill is still pending before the Senate. 

“The admiral here today has presented a striking case for the allowance of 
the full figure and, if I know this committee, I feel reasonably certain that the 
committee Would be willing to go along with the request of the Coast Guard. 

“Iam surprised that the Treasury accepts this final House action. 
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“Mr. Gary. Off the record.” 
(Discussion off the record.) 


“ Mr, CANFIELD. I would like to say for the record, having in mind the disoys. 
sion that this committee had on this particular item and the general approa 
of the committee throughout on items of this nature, that I again want tp 
express my regret that the Treasury Department did not exercise its prerogatiys 
to make some sort of a presentation to the Senate Subcommittee on Appropria 
tions having jurisdiction as to this particular item. In substance, it is not being 
fair to the Coast Guard, nor is it being fair to this subcommittee.” 

Since the House reduction of $250,000 in Coast Guard Reserve funds apparently 
was not brought to your attention, and since the testimony shows that the 
reduction will reduce the planned growth of the Coast Guard Reserve in fiseg) 
vear 1957 and that members of the House committee fee! that it should have heey 
presented to the Senate committee for restoration, I am wondering whether yoy 
could take action to restore this amount by adding it to the supplemental request 
for $3.5 million which will soon come to your committee in H. R. 10004. 

In view of the criticism by the House Armed Services Committee of the 
Treasury’s delay in strengthening the Coast Guard Reserve under the Reserve 
Forces Act of 1955 (see p. 53806 of Committee Print No. 45) and in view of the 
Treasury reductions in proposed Coast Guard Reserve requests under the Reserve 
Forces Act, and a further Bureau of the Budget reduction of that supplemental! 
request from $3,770,000 to the $3,500,000 in H. R. 10004, the restoration of the 
$250,000 House reduction in the normal 1957 appropriation by adding it to H.R 
10004 would appear quite appropriate. | 

I appreciate your consideration of this matter and sincerely hope that you 
concur in the necessity for restoration of this amount. 

Sincerely yours, 
C. M. Boyer, Erecutive Director 


District OF CoLUMBIA 
REVISED REVENUE ESTIMATE 
(See p. 540) 


Chairman Haypen. I will insert in the record at this point the 1956 


revised revenue estimate for the general fund of the District of 
Columbia. 
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(The information referred to follows :) 
District of Columbia estimated revenues—General fund, 1956 


Original esti- | Revised esti- 
mate in 1957 mate, Apr 
budget 4, 1956 


Itv ys $42, LOY, 000 $42, 109, 000 
onal tangible 500, 000 500, 000 
r vehicle-——flat fee 3, 850, 000 , 250, 000 + $400, 000 
nalties and interest 250, 000 275, 000 +-25, 000 
Subtotal, property taxes 53, 709, 000 54, 134, 000 +425, 000 
es and gross receipts 
Alcoholic beverages , 100, 000 , 800, 000 +700, 000 
Beer 660, 000 680, 000 +20, 000 
Cigarette 100, 000 , 000, 000 — 100, 000 
Insurance 300, 000 2, 350, 000 +50, 000 
Motor-vehicle titles 900, 000 2, 400, 000 +500, 000 
Publie utilities, banks, ete , 400, 000 », 400, 000 
Sales , 750, 000 9, 500, 000 +750, 000 


_ 


v= 
Penh 


, 130, 000 +1, 920, 000 


os 
oe 
is 


Subtotal, sales and gross receipts », 210, 000 
nd permits 3, 500, 000 
jual income », 200, 000 
orporated business tax , 700, 000 
tion net income and franchise tax , 000, 000 
tance and estate , 700, 000 


Ss 


500, 000 
», 200, 000 
, 700, 000 
, 000, 000 
, 800, 000 +100, 000 


Potal, taxes , 019, 000 2, 464, 000 +-2, 445, 000 


a a a Pc a a a 


harges for @ rrent services 2, 300, 000 2, 300, 000 
Fines, escheats, and forfeitures 2, 100, 000 2, 200, 000 +100, 000 
Keimbursements , 700, 000 , 750, 000 +50, 000 
Rents and royalties 296, 000 300, 000 +-4, 000 
Interest on investments 500, 000 500, 000 
Other , 005, 000 , 000, 000 —5, 000 


HM 


otal, earnings and miscellancou , 901, 000 8, 050, 000 +149, 000 


oats 


lotal, collections 117, 920, 000 120, 514, 000 +2, 594, 000 
nexpended balance released to surplus , 450, 000 , 450, 000 


ne ed 


rotal, without Federal payment 119, 370 000 121, 964, 000 +2, 594, 000 
| payment 18, 000, 000 18, 000, 000 
Grand total 137, 370, 000 1 139, 964, 000 ; +2, 594, 000 
Includes $120,000 derived from Public Law 460, approved Mar. 31, 1956 ($100,000, alcoholic beverages; 
$20,000, beer) 
Chairman Haypen. If there are no further questions, the committee 
will stand in recess. 
his closes the hearings on the second supplemental appropriation 
bill, 1956. 
(Whereupon, at 3 p. m., Tuesday, March 27, 1956, the hearing was 
closed. ) 
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